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HONGKONG’S “INVISIBLE EXPORTS” 


THE CHALLENGE OF DEVELOPMENT 
OF TOURISM IN HONG KONG 


The foreign exchange position of 
the Colony has been satisfactory on 
account of two factors: the large 
amount of regular overseas Chinese 
family remittances arriving here 
from hard currency and _ sterling 
areas, and the ever increasing “in- 
visible exports” of Hongkong; the 
steady stream of tourists and travel- 
lers has bolstered our exchange funds 
to an extent which is often overlook- 
ed or not properly appreciated. 


The incoming thousands of travel- 
lers from Overseas are mostly easy 
of cash, spend considerably more on 
the average than local residents, and 
leave their US$, Pesos, Rupees, 
Francs etc. here which help finance 
our imports. Whether their money 
eventually increases the funds of the 
Colony’s Exchange Control or flows 
into the black market is, from a 
business point of view, irrelevant; the 
main thing is that foreign exchange 
in any form is piled up in Hongkong. 


Travellers and tourists from China, 
many of whom having temporarily 
settled here, brought with them 
US$, HK$ or gold; many millions of 
HK$ “duress notes” (the bank notes 
taken illegally by the Japanese army 
of occupation in Hongkong during 
1942), which have been hoarded in 
Shanghai for many years after they 
were thrown on the market between 
1942/43, have been “repatriated” by 
the influx of European and Chinese 
business men (and “refugees”) into 
the Colony. The chaotic conditions 
in‘ China but also relative insecurity 
in parts of Indochina and _ the 
Netherlands Indies have caused an 
unprecedented increase in our “in- 
visible exports.” 


However, when speaking of invisi- 
ble exports one has usually in mind 


tourist travel, and it is actually the 
promotion of this type of travel 
which almost all countries 


in the 
world endeavour to enlarge. The 
importance of tourist travel is at 


once convincing if one considers the 
position: in America: during the 10 
vears period 1920-39 the United 
States spent about 100 percent more 
US$ for travelling of its citizens than 
for the importation of sugar, coffee, 
rubber, and almost 200 percent more 
US$ than for copper and tin imports 
together. 


For countries, like the U.S., which 
export far more than they import, 
an increase in “invisible imports,” 
ie. tourists going abroad, is essen- 
tial for the partial balancing of for- 
eign payments. On the other hand, for 
countries with heavy trade deficits, 
“invisible exports” are the principal 
hope to correct the unfavourable 
balance of foreign trade. 


Hongkong has been in the most 
enviable position of balancing its 
foreign payments thanks to a com- 
paratively moderate deficit, resulting 
from somewhat larger imports than 
exports which was more than made 
up by Chinese family remittances. 


Planning for the future prosperity 
of Hongkong must begin right now, 
and the planning of a tourist indus- 
try, while not essential to our finan- 
cial stability and balance of foreign 
payments should be taken care of by 
a new organisation to be established 
for that particular purpose. The 
fundamental conditions for success 
are richly given; the Island and the 
New Territories abound in natural 
beauty, a great variety of facilities 
for recreation is provided, the 
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COMMERCIAL MARKETS 


HONGKONG STOCK & SHARE 
MARKET 


THE RICE POSITION IN SOUTH 
EAST ASIA 


OUTLOOK IN BRITISH 
MALAYA 


climate for the better part of the 
year is healthy and invigorating, and 
there exist security, stability and 
order as only enjoyed by the most 
advanced Western communities. 


To grasp the opportunity, organisa~- 
tion is necessary. A “Tourist, Cater- 
ing and Holiday Board” ought tc be 
established, composed of Govern- 
ment officials, business men in the 
trade (hotel, restaurant, recreation, 
étc.) and one or two paid executives. 
To coordinate, foster and develop holi- 
day trade should be the programme 
of this Tourist Board. Many locak 
interests, operating for instance 
travel agencies and tourist offices, 
would, we are convinced, cooperate 
with an organisation as suggested 
above. New hotels and beach resorts 
should be planned so as to attract 
future travellers. 


A campaign of well-directed adver- 
tising and publicity, using the world- 
wide connections of shipping, avia- 
tion, trading and other companies 
with head or branch offices in Hong- 
kong, must be mapped out; it will 
bring rich rewards. To advertise 
Hongkong abroad should not prove 
difficult; we hold that the Colony, 
with all its picturesque islands 
strewn around, is the ideal place in 
the Far East for holiday makers ans 
tourists. 


A few enterprising Portuguese in 
Macao, enthralled by the beauty and 
serenity of their Far Eastern Colony. 
dreamed of developing this “City of 
the Name of God” into a tourist 
centre. However, their visions were 
not supported by men of enterprise, 
and to this day nothing has been 
done to translate their dreams into 
reality. When the writer discussed, 
among so many other projects of 
industry and trade of Macao, last 
year with the then Governor of the 
Colony, Commander G. Teixeira, the 
creation of a centre for tourists, the 
Governor was very’ enthusiastic 
about it, revealed that there had 
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been made many plans to the past 
to develop international tourist 
traffic but that very little was at- 
tempted and realised in the end. 
The largest of the three islands 
Yorming. the Colony of Macao, , viz 
Coloane, would lend itself ideally ta 
the establishment of a health resort; 
all the natural pre-requisites are 
there but the spirit and vision and 
enterprise are lacking. 


The return of normal travelling 
conditions will be achieved by 1949 


at the ‘latest; Japan will be re- 
opened to trade within a few 
months; and tens of thousands of 
‘travellers and tourists from all 


corners of the world, with Americans 
contributing the by far largest num- 
ber, will foregather in Japan, a 
country destined to develop an enor- 
mous tourist trade in the years of 
peace to come. Hongkong stands to 
berefit from the future tourist boom 
which Japan will enioy. But with- 
out a determined and well-planned 
effort no results can be expected. 


There will be two main classes of 
tourism: recreational and non- 
recreational. The first category in- 
cludes those persons who travel 
principally for recreation, relaxation 
or rest, some combine relaxation 
with dabbling in certain studies and 
writing. In normal times the 
majority of the travelling public is 
of the recreational class. The non- 
recreational travel includes persoas 
travelling for business reasons, in 


educational, scientific or philanth- 
ropic pursuits, and for personal 
necessity (such as visits of more or 


less urgency to relatives and friends 
abroad, trips for the administration of 
investments or property owned in 
foreign countries). These two main 
types of travel are subject to dif- 
ferent sets of stimuli. and react to 


outside influences in a_ different 
manner. 
Of the many factors which in- 


fluence recreational travel to foreign 
countries, perhaps ihe most im- 
portant is economic well-being since 
recreational travel is typically a 
luxury expenditure. Nonrecreational 
travel lixewise follows major econo- 
mic trends, though to a lesser degree, 
since travel for business reasons in- 
creases in times of expanding busi- 
ness and decreases in any business 
recession. 


The advance ot applied natural 
science has almost annihilated dis- 
tances; the popularity and inexpnen 
siveness of air transportation to-day 
have laid the foundation for world. 
wide traveliing. Youth in all coun- 
tries fecls the urge to travel and 
thus to learn and understand. 


It is hoped that men of vision and 
enterprise in Hongkong “will grasp 
the great opportunity which offers 
itself and will organise and plan for 
the development of tourism in 
Hongkong. 
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THE RESURGENCE OF JAPAN 


HONG KONG PREPARES FOR RESUMPTION 
OF TRADING WITH JAPAN 


Interest for private trading with 
Japan has increased in Hongkong as 
reports have been coming here that 
private trading will soon be allowed by 
SCAP to resume. In our issue of 
May 21], the position in this respect was 
reviewed. A considerable number of 
Chinese merchants here have, several 
months ago, organised trading firms for 
the eventual resumption of business 
with Japan. 


THere were also quite a few im- 
patient traders who, anxious to be in 
the Japan business right from its start, 
tried—without any success however— 
to circumvent the official procedure; 
governments alone are permitted to en- 
gage in buying from Japan and selling 
to Japan. The fact that private barter 
trade with Korea, which country is still 
treated as an enemy country probably 
until the formal signing of peace with 
Japan, has slowly started although both 
SCAP, Tokyo, and, Hongkong Govt. did 
not agree to it, has encouraged enter- 
prising merchants to attempt similar 
methods with regard to Japan. 


Trading with Korea 


As regards Korea-Hongkong trade, 
local merchants organised trading firms 
in the Portuguese Colony of Macao, 
purchased goods here, shipped them to 
Macao (actually to the ship anchored 
far outside the Colony since Macao 
harbour cannot accomodate ships draw- 
ing more than 7-8 feet) from where 
they were, in British, Norwegian, or 
Panamanian chartered merchant men. 
shipped to Southern Korea (under U.S. 
Army control). After unloading of the 
eargo bought in Hongkong, Korean pro- 
duce and goods were loaded and 
shipped back to Macao. Several ship- 
ments on this barter basis have recent- 
ly been made. Gross profits are cal- 
culated by the merchants in this trade 
as anything between 100 to 200 percent 
of the amount invested in the Hongkong 
export cargo. 


As Macao has proved to be again, 
loophole as it is, of most accommodating 
value, although at a price, a number 
of merchants’ in the Japan business 
have investigated the prospects of 
Macao-Japan trade. The impossibility 
of getting the U.S. Army authorities in 
Japan to allow any form of private 
trading at the moment, in contrast to 
certain U.S. Army officers in Korea 
who have, for one reason or ano ‘her, 
closed their eyes to private barter b\si_ 
ness between Korean and foreign me~- 
chants, has ended for some time to come 
the enterprise of private traders here. 


Smuggling 


Some trade between Hongkong and 
Japan has been, nevertheless, going on 
for many months; the various cases of 
Chinese sailors being arrested in Japan 
upon discovery of import and export 
smuggling, the subsequent confiscations, 


by the U.S. military police in Japanese 
ports, of large quantities of Japanese 
industrial goods and foreign pruduce, 
luxuries etc. are still fresh in every- 
body’s memory. It is rumoured here 
that many Europeans in U.S. Army and 
other U.S. uniforms, not necessarily 
citizens of the U.S., have been buying 
in Hongkong heavily goods for carry- 
ing to Japan. If parts of these reports 
are true, there must have been during 
recent months not inconsiderable “ex- 
porting” from here to Japan. Hongkong 
trade returns have naturally not re- 
corded them. 


Immediate Problems for America 


It is the desire of the U.S. Govt. to 
settle the reparation question conclude 
a peace treaty and lay the basis for 
post-war economic and other coopera- 
tion with Japan. 


There is rather much disagreement 
among the (ex-) Allies, with jealousy 
by the weaker nations of the American 
supremacy’ in the Pacific and the 
Chinese anguish at the almost certain 
ascendance of Japan as Asia’s major 
industrial power (with all its unavoid- 
able implications). However, the US. 
Govt. is determined to solve its Japan- 
ese question, one way or the other. 


Reparation payment, i.e. deliveries, 
wili have to be made by Japan but 
SCAP will see to it that (1) no valuable 
plant and equipment is being surren- 
dered except to America itself, and (2) 
that current Japanese production will 
be exempt from any claims made by 
former belligerents. 


Many influential bankers and, there- 
fore, political leaders as well have been 
sounding out public opinion about 
granting of private and State loans to 
Japan; the reaction in America has been 
not unfriendly and it can be taken for 
granted that loans wil] be given to 
Japan. In such a case, American in- 
vestors will be most anxious to protect 
their own stake which is bound up 
with the materia] prosperity of Japan. 


Re-establishment of Private Trading 


Two or three hundred foreign busi- 
nessmen will be free to enter Tokyo,, 
probably by August, to carry on com- 
mercial transactions close to the prewar 
basis. The variety and quantity of 
things merchants can buy will be limit- 
ed. but the reopening of J apanese trade 
will provide the first opportunity 
since before the war for J apanese 
businessmen to deal with private in- 
terest from abroad. 


Occupation authorities in Tokyo have 
approved a plan to relax the present 
restrictions barring outside businessmen 
from Japan. The action opens the way 
for business visitors, although stringent 
conti on their activities will con. 
inue. 
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Outline of Future Business 


' 

One-way trade is all that is in pros- 
pect immediately. Businessmen will 
be in Tokyo to buy from the Japanese, 
not to sell anything. The object of the 
entire plan is to boost Japanese exports 
to the point where they will come closer 
to paying the bill for essential imports. 


Business visitors will be limited by 
a quota system, due to the shortage of 
food and housing. The trade council of 
the Far Eastern Commission agrees to 
the number of businessmen each coun- 
try may send to Japan. Housing, travel 
facilities and other accommodations will 
be arranged by a trade agency to be 
set up by the Japanese Government. 


Direct dealing with Japanese manu- 
facturers, merchants and exporters will 
be allowed, but official strings will be 
attached to all deals. Foreign business- 
men will be permitted to make on-the- 
spot surveys te determine what goods 
are available in Japan, at the same time 
they will renew contacts with Japanese, 
looking toward re-establishment of 
normal business relations. 


Government control will enter in, 
before final transactions are made. Oc- 
cupation authorities and the Japanese 
Government will establish the per- 
centage of production that can be spared 
for export. Manufacturers or trading 
concerns in Japan then will be required 
to apply for export licenses, issuance 
of which will give them the right to a 
portion of the country-wide export 
quota. 


After businessmen from overseas 
have made trade deals with Japanese 
firms, the actual transaction will be 
handled by a Government agency. This 
will be necessary because of currency 
complications. 


Problems of Finance 


Financing is one of the major pro- 
blems. Because of the difficulty in es- 
tablishing an international commercial 
exchange rate for the yen, some ar- 
rangement similar to the following is 
most likely: 


A businessman admitted under the 
new trade arrangement, will arrange 
a purchase directly with a Japanese 
firm. Occupation authorities then 
would set the dollar value of the goods 
to be sold. The Japanese Govern- 
ment’s trade agency would purchase the 
goods at yen prices and the business- 
man making the purchase would pay 
the dollar price into occupation head- 
quarters’ trade fund. The final settle- 
ment would be negotiated between 
headquarters and the Japanese Govern- 
ment. 


Buyers from countries other than the 
U.S. may be unwilling to spend Ameri- 
can dollars for Japanese goods, how- 
ever. In that event a system may be 
worked out to make it possible for them 
to pay in other currency, particularly 
if their country can offer imports that 
Japan needs. British businessmen, for 
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JAPAN’S INDUSTRJAL POWER 


DEVELOPMENT, REPARATIONS, PLANS AND 
PROSPECTS 


The industrialisation of Japan 
started less than three-quarters of a 
century ago. Development of her 
iron and steel industry did not begin 
until 1901, with the blowing-in of her 
first western-type blast furnace. In 
1917, her crude steel output was 
three-quarters of a million tons. By 
1926 it had reached a million-and-a- 
half tons. And by 1943 the steel ingot 
production by the Japanese Empire 
reached a peak of 8,778,000 tons, of 
which 7,833,000 tons were produced in 
the home islands. 


example, might be permitted to pay for 
purchases in sterling which then would 
be used to buy essential imports for 
Japan from the British Commonwealth. 


Marketing specialist will be necessary 
to get the Japanese trade program 
fully under way with controls that will 
safeguard both the purchasers and the 
producers in Japan. The trade staff now 
maintained by occupation headquarters 
is considered too small to supervise pri- 
vate buying in Japan by traders from 
abroad. Present methods of trading with 
non-American countries are generally 
regarded as inadequate. 


Export Drive 


Because of the desire to sell every- 
thing available for export in order to 
ebtain credits, goods are being shipped 
out of Japan before the method of mak- 
ing payment is being settled. 


Abcut 500 bales of raw silk recently 
were shipped to Australia before de- 
tails of payment were arranged. Oc- 
cupation authorities insisted that the 
Australians pay in dollars but Australia 
quite naturally agreed only to pay in 
sterling. 

Tll-planned trade is the present worry 
of egret authorities and Japanese 
alike. 


Trade Regulation 


Future trade for Japan now is being 
designed with adequate supervision so 
as to regulate import and export as 
follows: — 


Imports through private channels will 
be banned for Japan for some time. 
Japanese purchases will be handled by 
the U.S. War Department until exports 
and imports are brought nearer to 
balance, 


Exports will be transferred gradually 
to private hands. The U.S. Commercial 
Company, a Government subsidiary 
now handling all Japanese exports to 
the United States, may go out of busi- 
ness by Sept./Oct. 


Private buyers from abroad will move 
in as the U.S. Commercial Company 
moves out. Although they will be 
operating under drastic restrictions, the 
outlook at present is that European, 
and American businessmen will be 
shopping in Japan by midsummer. 


On June 12th last year, it was re- 
ported that the Far Eastern Com- 
mission had recommended _ that 
Japan’s production should be limited 
to 3.6 million tons of ingots and 2 
million tons of pig iron. Discussions 
as to the fate of the Japanese iron 
and steel industry are still proceed- 
ing, and although certain preliminary 
dismantling of plant against repara- 
tion account has been authorised, the 
final level of capacity and production 
has still to be agreed upon. 


CURTAILED PRODUCTION 


Even greater curtailment is desired 
by the National Engineers’ Committee 
appointed by the US. Engineers’ 
Joint Council, in a 7-peint pro- 
gramme on Japanese industrial re- 
armament submitted to the US. 
State, War and Navy Department, 
proposing that Japan’s wartime peak 
of iron and steel production of over 
9 million tons should be cut by more 
than 80%. They estimate postwar re- 
quirements of rolled products at 1.6 
million tons, involving a totgl steel- 
making capacity of 2.5 million ingot 
tons, which they suggest should be 
concentrated for the most part in 
three or four of the most efficient 
open hearth plants operating in close 
proximity to blast furnaces and roll- 
ing mills. 


(Compare the Survey made by Mr. 
James A. Rabbitt in our issues of 
May 7 and 28: “The Industrial Po- 
tential of Japan”). 


Of the 3 million tons of electric 
furnace capacity remaining at V-J 
day, they propose _ that 250,000 tons 
should be left, sufficient for a pro- 
duction of 230,000 ingot tons. This 
would leave some-2.75 million tons of 
electric steelmaking capacity avail- 
able for reparations or destruction. 


For alloying purposes, a recom- 
mendation is made for the supply of 
3,000 to 3,600 metric tons of contain- 
ed chromium, 1,000 to 1,500 tons of 
nickel and a few hundred tons of 
molybdenum, vanadium and tung- 
sten. The allowable steel tonnage, 
states the report, would require 
21,000 metric tons of 75% ferro- 
manganese and 6,200 tons of 50% 
ferro-silicon. 


Pig iron production, they propose, 
should be limited to 1.5 million tons 
annually (ie. about 65% of the per- 
missible ingot tonnage), plus 50,000 
tons of foundry iron for castings. 
But if in practice the home supply 
of steel scrap proved more than suf- 
ficient for the 2.3 million tons of in- 
gots, the awthorised amount of pig 
iron would be decreased accordingly. 
It is considered that there is an 
ample supply of scrap available for 
some years to come, if collected and 
handled effectively. 
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The Committee recommends fur- 
ther that Japan’s machine tool pro- 
duction capacity of 20,000 to 25,000 
units per year should be mairftained 
to meet the essential requirements of 
her peacetime industry. Twenty 
firms are the principal builders, and 
their production should be equal to 
the replacement needs of other than 
war-making industries. Estimating 
that Japan now has about 1,100,000 
machine tools (mostly prewar im- 
ports) in operating condition, the 
report advises the elimination of 
about 50% of these, mostly in indus- 
trial plants which were the . basic 
support of Japan’s war potential. 

The report stresses that no iron 
and steel exports should be permit- 
ted, except where necessary to pre- 
vent serious disruption to the econo- 
mies of countries previously depend- 
ent upon Japan. 


VIEWS OF U.S. OFFICIALS 


The U.S. officials on the spot 
favour an authorised total output of 
1.3 million ingot tons, which was the 
general level of requirements during 
the period 1917-25 when about 50% 
was covered by imports. Thereafter, 
war preparations stepped up the de- 
mand at an increasing rate, whilst 
at the same time development of the 
iron and steel industry had enabled 
dependence upon imports to be re- 
duced and had established a produc- 
tion ebasis which, even after war 
damage, still exceeds the 1917-25 
level. 

The period 1917-25 also covers an 
increase in constructional activity 
following upon the 1923 earthquake, 
when greater demands were made on 
steel for constructional purposes. In 
postwar building, the Japanese will 
doubtless again take the opportunity 
of replacing wooden structures with 
steel-framed or reinforced concrete 
structure, and due allowance has 
been for the fact that postwar steel 
requirements for non-industrial pur- 
poses will be greater than in the past. 


INDUSTRIAL CONCENTRATION 


By external circumstances and by 
the ambitious temperament of her 
own people, Japan was obliged to at- 
tempt to compress into a few decades 
economic development which most 
other industrialised countries had 
spread over half a century or more. 
This late and concentrated develop- 
ment has been of advantage to her 
in some respects, because she has 
been able to profit by knowledge 
gained by her rivals in long and 
often painful processes of trial and 


error. In other respects it has 
operated to her disadvantage, be- 
cause there is certain necessary 


knowledge which can be acquired only 
by experience. Nevertheless, Japan’s 
development as a modern industrial 
state during the last 75 years has 
produced startling results, and Dr. R. 
R. Sayers, Director of the U.S. Bureau 
of Mines, openly states his opinion 
that if Japan had been able to exploit 
fully the resources of.the overrun 
countries and to harness the avail- 
able manpower, she would have been 
well on the way to world domination. 
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Industrial development began in 
the Meiji era, in the latter half of 
the 19th century, when the second 
impact of Western nations introduced 
to Japan the products of an inaus- 
trial civilisation centuries in advance 
of her own. The Meiji Government 
promoted or took over most of those 


industries of national importance 
(munitions, shipbuilding, mining, 
railways, etc.), and although in 


course of time some were turned over 
to private enterprise, the State re- 
tained its powers of guidance and 
intervention. 


JAPANESE GOVT. POLICIES 


During the development period, 
Government policy was consistently 
to aid by subsidies and other means 
the development of those industries 
which could contribute to an increase 
in the country’s war potential. The 
pattern of state control thus early 
established was not without effect on 
the subsequent course of industriali- 
sation, The national leaders, already 
possessed of authoritarjan control 
over every aspect of Japanese life, 
were confirmed in their attitude to- 
wards State operation, and never 
fully relinquished their powers over 
those industries which directly con- 
tributed to national defence. 


By 1930, industrial production in 
Japan proper had reached a value of 
7,114,000 yen (£534,000), but even more 
significant than the general growth 
of industry was its changing composi- 
tion. For from 1930 onwards, it was 
the heavy and war industries which 
continued to expand rapidly, the 
overwhelming predominance of tex- 
tiles being overshadowed by the 
extraordinary gains of heavy indus- 
try. From 1932, development of 
Japanese economy was openly and 
Officially described as “junsenji- 
keizei” or quasi-wartime economy. 
Crude steel output, which was 2.3 
million tons in 1930, rose to 7.2 mil- 
lion tons in 1938, and had reached 
the rate of 7.8 million tons per annum 
when Japan declared war on the 
United States. This rapid increase 
was planned, directed and subsidised 
by the State. 


POSITION AFTER THE WAR 


At the time of Japan’s capitulation, 
her overall economic position showed 
such a remarkable deterioration, that 
it was apparent she would be unable 
to continue the struggle for long. 
Thus, while the advent of the atom 
bomb might have determined the 
actual date of the surrender, Japan’s 
economic life was already in such an 
advanced state of chaos that the end, 
under any circumstances, could not 
have been long delayed. 


Although the most important single 
factor which crippled Japan’s war 
production was undoubtedly aerial 
bombardment, it was found that, as 
in the case of Germany, the bombing 
of heavy industry had only relatively 
slow repercussions on the Japanese 
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war machine. The _ tightly-drawn 
naval blockade of the home islands 
was the most important factor in the 
steep drop in output between 1942-44. 
As imports dropped, efforts were 
made to increase home output of 
sponge-iron in the Krupp-Renn and 
Bassett kilns and the direct process 
of steelmaking from sandy magnetite 
material in the electric furnace. But 
the available equipment was insuffi- 
cient. The shortage of alloying 
elements even caused attempts to be 
made to use plain carbon-steel for 
aircraft engine parts such as crank- 
shafts, propeller shafts, connecting 
rods ad crankcases. 


Actual destruction of steel-produc- 
ing capacity by bombing of the major 
areas of the home islands was re- 
latively slight. Of the open hearth 
capacity of 9.4 million tons, 7.7 mil- 
lion remain intact, and 6.9 million 
tons of the former 7.9 million tons 
rolling capacity are still in working 
order. 


QUESTIONS OF REPARATIONS 


Now it is Japan’s turn to be assess- 
ed for reparations. The Japanesc,. 
unlike the Germans who in the 
occupied countries, attempted but 
little in the way of actual industrial 
development and construction, found 
in under-industrialised East Asia a 
vast field for intensive development 
of transport and industry. And all 
these external assets should now 
become available for reparations 
account. Claims have been submit- 
ted on behalf of certain British Do- 
minions and Colonies and also by 
China, who expected large quantities 
of capital equipment to be left avail- 
able in Manchuria. Unfortunately 
for China, the Soviet Forces in Man- 
churia on their withdrawal removed: 
a certain amount of key plant and 
machinery. This leaves Japan as 
the main source of capital equipment 
for reparations, much of which, in 
view of American determination to 
cut down Japanese heavy industry to 
the absolute minimum, is likely to- 
be iron and steelmaking and 
finishing plant. The Chinese ur- 
gently need all they can obtain, to- 
gether with much _ constructional 
material, both for reconstruction and 
for their belated industrialisation 
plans, which the recent yeats of war- 
fare delayed rfill further. 


OUTLOOK FOR THE FUTURE 


The growing y‘ndustrialisation and 
the attendant development of com- 
munications and transport facilities 
should result in an expanding 
market for capital goods in the Far 
East generally. China’s plans alone 
call for the construction of 40,000 
miles of railroad, together with a 
comprehensive system of highways, 
inland waterways and internal air- 
lines. Mining equipment is badly 
needed fo restore the tin mines of 
Malaya and the Dutch Indies. And 
it is to the Far East that America, 
faced with the problem of finding 
vast markets for the output of her 
greatly expanded industrial plant, is 
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AMERICA’S PROBLEM: 


General 


The policy of the Allied Powers 
is in the hands of the Supreme 
Allied Commander in Japan, Gen- 
eral of the Army Douglas Mac- 
Arthur. The General’s direction of 
affairs in Japan since her surren- 
der has been characterised by the 
sincere desire to restore Japan’s 
economic existence and help in the 
building up of a democratic state. 
On March 17, 1947, Gen. MacArthur 


already looking. .Although the Pots- 
dam Agreement looks to “eventual 
Japanese participation in world 
trade relations,” Japan is unlikely to 
resume iron and steel exports for 
some time, leaving the enormous 
potential market in the Far East 
open to other steel exporting coun- 
tries. Her present overall crude steel 
production of 40-60,000 tens monthly 
is reported to be far short of cur- 
rent domestic needs, coal shortage 
being the iimiting factor. With a 
view to the more economical use of 
the coal supplies available, it was 
decided in July last to concentrate 
all Japanese iron and steel .opera- 
tions at the Yawata plant. This ar- 
rangement will continue unless the 
coal situation improves. Exceptions 
are some electric furnaces melting 
scrap into steel, but expansion here 
is handicapped by the limited supply 
of graphite electrodes. 


Looking to the future, it would be 
unwise to count upon an extensive 
Cegree of “pastoralisation” being ap- 
plied in practice to Japan by the 
Americans. Before the war, it was 
generally agreed that Japan was suf- 
fering from agricultural over-popula-~ 
tion, her inhabitants per square mile 
of arable land being 2,774, as com- 
pared with 2,170 in the U.K., 1,709 
in Belgium and 806 in Germany. 
Only 20% of the labour force was 
engaged in industry in 1937 (40% in 
the U.K.), and 45% in agriculture 
(7% in the U.K.). The prewar popu- 
lation of 70,000,000 was rising at the 
rate of 1,000,000 per annum, which 
meant an addition to the working 
‘population (men and women_be- 
tween 15 and 60) of about 500,000 a 
year, and it was generally agreed 
that the only peaceful solution of 
the population problem lay in the 
future industrialisation of Japan 
proper. 


The problem takes on an added 
significance with ythe end of the 
Japanese Empire. Limitation of 
heavy industry is likely to lead to 
greater reliance on lighter, particu- 
larly consumer goods, industries. 
And with a well-disciplined, hard- 
working people, with wages at about 
a quarter of those ruling in Europe 
and US. and a much __ lower 
standard of living, competition, even 
during the occupation, in those very 
products in which they competed so 
keenly before the war, is likely to be 
even.more severe than previously. 


“TO KEEP JAPAN UP” 


MacArthur on Japan 


has granted his first formal press 
conference since 1942; the state- 
ments he made at this conference 
are summarised below. The 
genuine friendship which Gen, 
MacArthur feels for the Japanese 
people is strongly emphasised in 
his following statements:— 


The time is now approaching when 
we must talk peace with Japan. Our 
occupation job here can be defined as 
falling roughly into three phases— 
military, political and economic. 


The military purpose, which is to in- 
sure that Japan will follow the ways 
of peace and never again be a menace 
has been, I think, accomplished. We 
have demobilized troops, demilitarized 
the country, torn down military in- 
stallations. Psychologically, I believe 
success has been equally propitious. 
Japan today understands as thoroughly 
as any nation that war does not pay. 
Her spiritua] revolution has been pro- 
bably the greatest the world has ever 
known. 


The political phase is approaching 
such completion as is possible under 
occupation. We changed the laws, 
standards and ideals of this countrv 
from the feudalistic ideals of the past 
into the concept of what is the greatest 
thing in life, next to spiritual beauty— 
dignity of man. We have made them 
think nations exist for the welfare of 
those who compose them instead of the 
reverse. 


Democracy is a relative thing. It’s a 
question of the degree of freedom you 
have. If you believe in the Anglo- 
Saxon idea you will believe this will 
stay here. If you are a cynic or be- 
lieve in totalitarianism you may doubt 
it is here to stay. I believe sincerely 
and absolutely that it is here to stay. 


I don’t by that mean to say this thing 
called democracy has been accomplish- 
ed. The process of democratization is 
one of continual flux. It takes years. 
But insofar as you can lay down the 
framework it already is accomplished. 
There is little more except to watch, 
control and guide. 


Economic Problems 


The third phase is economic. Japan 
is still economically blockaded by the 
Allied powers. Economic warfare along 
those lines still is as bitter here as 
when the guns were firing. And now 
strangulation is worse because we 
have returned millions of repatriates 
from abroad. 


Nec weapon, not even the atom bomb, 
is as deadly in its final effect as econo- 
mic warfare. The atom bomb kills by 
the thousands, starvation by the mil- 
lions. 

Japan was thoroughly exhausted. All 
she had left was men. She was living 
on stockpiles and our blockade after 
the fall of the Philippines kept materials 
from coming in. Now they are scrap- 
ing the bottom of the: stockpiles. 


Each little family had its stockpile— 
of clothing and heirlooms. Now these 
are being sold to keep men alive. 


Even under the strictest rationing, 
Japan is not producing enough to satis- 
fy her needs. The difference must be 
filled by the Allies. If we keep this 
economic blockade up, more and more 
will we have to suppért this country. 


It is an expensive luxury. But we 
will pay for it or let people die by the 
millions. 


There is not the same unity among 
the Allies in the economic phase of the 
occupation as in the military and 
political phases. No clear-cut econo- 
mic framework has been outlined for 
Japan, or Germany either, for that 
matter. But this is not a phase that oc- 
cupation can settle. We can only en- 
force economic strangulation. 


Peace For Japan 


It would be advisable for the world 
to initiate at this time peace talks with 
Japan. But peace won’t mean complete 
relaxation of all guidance or controls. 


Japan in her initiative and without 
coercion has completed a constitution 
which takes the great step of renounc- 
ing war. There was a great deal of 
criticism when this first appeared, but 
it remains. She also has abolished mili- 
tary installations under the Potsdam 
Declaration. 


Therefore they will be unprotected 
when we withdraw. Who is going to 
protect them?” 


Protection of Japan 


One method would be to back track 
and permit small military establish- 
ments. But the Japanese are relying 
upon the advanced spirituality of the 
world to protect them against undue 
aggression. 


If the United Nations are ever to 
succeed, this is the most favorable op- 
portunity it has ever had. Japan would 
be willing and would desire it. 


If the United Nations cannot pro- 
vide these mild controls, it cannot meet 
anything. 


In Japan there is a functioning gov- 
ernment. But in Germany the govern- 
ment had to be built from the ground 
up, and there is no government to sign 
the peace treaty. Over here there is no 
problem of what to do with Japan. She 
has been squeezed out of pretty nearly 
everything we can expect to squeeze 
out of hér. I am not talking of re- 
parations now. But she already has 
lost Manchuria, Korea and Formosa. 
There is little left. 


The days of SCAP should cease com- 
pletely with a peace treaty because, I 
think, conditions are ripe for it now. 


I-would not envision any military 
formations of any sort after the peace 
treaty. Bayonet control would be a. 
mockery.” 


78 


Economie Assistance 


Japan was economically poor. In 
fact, that was one reason she went to 
war—she was reaching out to get re- 
sources. Trade was the lifeblood. of 
these islands and that to stimulate 
trade Japan must import such neces- 
sities as cotton and wool. 


We do not allow Japan to trade. She 
has got to be allowed to trade with the 
world. Japan is only permitted a 
barter system through the bottleneck of 
SCAP. We’ve got to take it out of the 
hands of the Government and put it in 
the hands of private traders. 


Eighty million people need 20,000,000 
tons of food per year. Seventeen 
million tons are produced here. There 
is no way I can see within the appre- 
ciable future that these people can get 
enough food from indigenous products. 


The job of the occupation is to res- 
tore Japan’s production to self- 
sufficiency. I once read a statement 
Winston Churchill made in one of his 
moments of profound inspiration. 
Speaking of Germany, he said, ‘The 
problem is not to keep Germany down. 
but to keep it up.’ 


I didn’t understand it then, but I do 
now. Our problem is to keep Japan 
up. 

Japan cannot sell her raw silk in the 
United States. The scientists have out- 
done them. The scientists have rele- 
gated silk to a secondary position— 
just as they relegated armies and 
navies to a secondary position with 
air power and the atmomic bomb. 
Well, that’s not quite true, but it 
illustrates what I mean. 


The Japanese are magnificent farmers, 
but needed fertilizers for lands exhaust- 
ed of richness. Formerly, huge 
amounts were imported from China 
and Manchuria, but not a pound has 
come in since the end of the war. 


War Reparations 


Regarding this question Gen. Mac- 
Arthur stated:—“I don’t think there is 
any intent to take away from the in- 
dustrial capacity of Japan that which 
would destroy it.’ He noted ‘some 
disagreement” between reports on re- 
parations by Edwin Pauley and Clifford 
Strike, but said “they were both work- 
ing on the big problem of trying to find 
the proper balance on question.” 


“If reparations are cut too deeply, 
the United States will have to sup- 
port Japan because we have under- 
pee major burdens of the occupa- 
jon.” 


With regard to the possibility of a 
United States loan to Japan the General 
declared: — 


“I think Japan can pay back all the 
dollars we appropriate, but I think we 
shculd hold a first lien against any- 
thing we take out of her in the way 
of trade. The United States has not 
adopted a formula of loans yet, but we 
are operating on the army budget, and 
expenditures probably -will be charged 
against costs of occupation.” 
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REPORTS FROM JAPAN 


The Japanese Govt has allocated 
over 158 million square yards of cotton 
fabrics for exports to Far Eastern 
countries for the year of 1947. Some 
larger shipments have already been 
put through, others are expected to be 
under way during June; it is 
anticipated. that actual shipments to 
Far Eastern countries will be much in 
excess of 158 million sq. yds. Following 
are the cotton cloth export quotas: (in 
thousands of sq. yards): 


Netherlands East Indies ...... 63,911 
Siam "Shel Se Se eee. 24,039 
Burman «ite Ae ee .. 22,089 
Indochitia,, Awa. canes ctoreto es 17,783 
Philippines tetae- ars cates 12,680 
Malaya ac seca < siete iouiacee 11,747 
Hong: Kong? racists sets 3,511 
Borneo, | 5/.taes PMD Fetcer cca 3.043 


Cotton Yarn Production 


The current production of cotton 
cloth is running over 50 million yards 
a month; the capacity of dyeing and 
finishing plants is about 80% of this 
quantity. Production figures are 
improving steadily. 


In April a total of 35 million pounds. 
about 86,000 bales, of cotton yarns 
was produced, representing an increase 
of 2 million pounds over March. The 
May output is expected to be 10% 
higher than the April figure. 


During February, Japan produced 
25,041,000 pounds of pure-cotton yarn 
and 67,000 pounds of mixed yarns. 
Operating spindles were increased to 
more than 2,000,000. 


February cotton-fabric production to- 
taled 48,186,000 square yards. Increase 
in weaving production was limited by 
change-over from coarse goods to finer 
types in some cases for export purposes. 


pes 
Loans From U.S. for Japan 


Several important private interests 
in America are offering US$ loans to 
Japan; the biggest private loan so far 
offered to the Bank of Japan for the 
purpose of financing of imports into 
Japan amounts to US$ 50 million. 
Another group, also anxious to finance 
the importation of industrial raw 
materials into Japan, has offered a loan 
of US§ 25 million. The well-known 
London and New York banking firm 
of J. Henry Schroeder will reportedly 
«tend a loan for similar purposes 
amounting to about £ 6 million. The 
rate of interest to be charged for these 
short-term loans will be 3% %, with 
an additional % percent for manage- 
ment and other charges. 


There is also _ interest among 
European banking who desire to export 
raw materials to Japan on a credit 


basis as suggested by American 


companies. 


War Reparations 


During the next six months the 
question of Japanese war reparations 
is to be discussed in Tokyo. Repre- 
sentatives of countries which were at 
war with Japan are already in Japan 
and study the position with a view to 
obtaining certain materials, plant and 
equipment. The views of most repara- 
tion missions are at variance which is 
due to their exaggerated notions and 
demands. 


The British mission has _ recently 
arrived in Tokyo. It is composed of: 
Messrs A.A.F. Shearer (Of Babcock & 
Wilccx, Ltd.), C. Blyth (Trading with 
the Enemy Dept., Board of Trade), 
T.D.F. Hensman (for Ceylon), J.H. 
Surmer (for Malayan Union), U Tan 
Ohn {for Burma); and the following 
consultants: Messrs J.M. McCulloch 
(dockyard specialist from Singapore), 


C. Wallace (cotton industry expert 
from Hong Kong), J. Crookdale 
(dockyard specialists from Hong 
Kong). 


Ammonium-Sulfate Production 


The Japanese production index for 
ammonium sulfate rose from 60.9 in 
January 1946 to 157.4 in October 
(1930-34=100). 


Average monthly output dropped 
from a peak of 103,500 metric tons in 
1941 to 20,250 tons in 1945. 


Railway Production 


The first major postwar reconstruc- 
tion of Japan’s railway lines was 
completed recently with the electrifica- 
tion of the 59-kilometer section 
between Takasaki and: Minakami, both 
in Gumma Prefecture. The electrifica- 
tion will increase passenger capacity 
by 40 percent and freight by 16 
percent. In addition, the line expects 
to save 36,000 tons of coal or 12,000,000 
yen annually. 


Another electrification project is now 
being carried out on the 65-kilometer 
section between Ishiuchi and Nagaoka, 
both in Niigata Prefecture. It is ex- 
pected to be completed by September 
of this year. 
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THE BUDGET OF HONG KONG FOR THE FISCAL YEAR 


The estimated revenue of Hongkong 
for the fiscal year April 1, 1947 to 
March 31, 1948 amounts to $109,839,750 
the estimated recurrent expenditure 
$109,834,355, resulting in an estimated 
surplus of $5,395. 


issue of 
1947/48 


When we reviewed in our 
March 19 (page 143) the 
Estimates the figures were: Revenue 
$109,839,750, Recurrent Expenditure 
$109,483,433, resulting in a surplus of 
$351,317. Upon suggestions of Members 
of the Legislative Council some changes 
in a few items of both revenue and ex- 
penditure were adopted so that even- 
tually a surplus of only $5,395 was 
estimated. 


cS 1947/1948. 


The non-recurrent or extraordinary 
budget for 1947/48 provides for expen- 
diture of $60,399,400. Details of expen- 
diture will be found below under the 
heading ‘Schedule of Rehabilitation 
Expenciturs to be met from Proposed 

oan.” 


REVENUE FOR 1947/48 


Revenue is listed under 11 _ heads, 
totalling $104,264,75) to which must 
be added $5,635,000 to be derived from 
Sale of Lands (Premia on new _ land 
leases) making a total of $109,839,750. 


Following are the heads of revenue: 


CHINA COMPANIES’ LEGISLATION 


Before the Pacific War most of the 
British Companies carrying on 
business in China were companies 
limited by shares and by guarantee 
incorporated under the Companies 
Ordinances of the Colony of Hong 
Keng, but as their operations were 
directed and controlled from a place 


within the Republic of China they 
were known as “China Companies.” 
By the China Order in Council 1925 


they were registered with the British 
Registrar of Companies in China who 


was the British Consul General at 
Shanghai. 
After the outbreak of the war 


provision was made by British and by 
Dominion emergency legislation to 
permit China Companies to be regis- 
tered in the United Kingdom or the 
Deminions as if they had been incor- 
porated in their new homes, and many 
companies took advantage of the help 
extended to them which enabled them 
to carry on business from the right 
side of the line of war without 
infringing the law against trading with 
the enemy. 


After the war most of these com- 
panies naturally wished to return from 
exile and again be incorporated in 
Hong Kong from where could operate 
in China by means of branch offices of 
foreign companies under the newly 
promulgated Chinese Company Law. 
Provision was made in England by an 
Order in Council (Emergency Powers/ 
Defence/ Companies 1945, No. 1533) 
to enable companies to return from the 
United Kingdom to Hong Kong as soon 
as the Hong Kong Government passed 
legislation for their reception, China 
Companies which had not been able 
or had not thought fit to seek a 
temporary home in exile were left in 
the air by the abolition of extra- 
territoriality but an Order in Council, 
passed in 1945, provided means _ for 
their being registered as Hong Kong 


Companies in Hong Kong, and_ the 
Military Administration by Proclama- 
tion 27 provided for their emergency 
registration in the Colony. Many im- 
portant questions were, however, left 
undecided, including the modifications 
of their constitution to apart them to 
the new circumstances and in particular 
the question of the rearrangement of 
their capital which in most cases had 
been originally expressed in Chinese 
Taels or Dollars which today, in view 
of the depreciation of the Chinese cur- 
rency, bears no relation to the actual 
assets of the Company or to the value 
of the money originally subscribed. 


There has been a good deal of im- 
patience which is not unjustified at 
the continued delay onthe part of the 
Government of Hong Kong in com- 
pleting the legislation necessary for 
the rehabilitation of China Companies. 
Some of the blame is undoubtedly due 
to the delay occasioned by the inter- 
change of views with the Colonial 
Office and the Board of Trade at home. 
But it is getting on towards two years 
after the reoccupation of the Colony, 
and merchants and legal practitioners 
and accountants have long been urging 
the settlement of outstanding questions 
to the solution of which they have 
given every assistance. 


The Hon. Mr. M.M. Watson took the 
matter up at the Legislative Council on 
May 8, when he inquired about the 
progress of legislation. The tenor of 
the Acting Colonial Secretary’s replies 
was that draft regulations were under 
examination in consultation with re- 
presentatives of the Companies con- 
cerned on the subject of change of 
currency in which capital was express- 
ed and that legislation for submission 
to Council or in the form of an Order 
by the Governor in Council was under 
consideration on the other outstanding 
points. 
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1.--DUTIES. 
$ 
Import Duty on Liquor ... 6,000,000 
Import Duty on MHydro- 
Carbone Ollse co crscsccress 3,000,000 
Import Duty on Perfum- 
ed Spirits” tecasersnseucean 200,000 


Import Duty on Tobacco 23,000,000 


Duty on locally manu- 
factured Wquor “. 7... «0 2,500,000 
Duty on Proprietary 
Medicines and _ Toilet 
Preparations 4..--sc-eee 3,000,000 
Duty on Table Waters ..... 200,000 
LOLA Se. eee cee 37,900,000 
2.— ASSESSED TAXES. 
Assessed Taxes (Rates) 
HOE IKON 2) eases eres 4,350,000 
Assessed Taxes (Rates) 
FOWI]OON Wace ccencdeeete eres 2,150,000 
Assessed Taxes (Rates) 
NiEO North feecee ace eee 6,000 
Assessed Taxes’ (Rates) 
AM MeSKOLIK Alp BA Moanpeocoanucens 4,000 
Totals... qnncicceacsstueneeee 6,510,000 
8—INTERNAL REVENUE. 
Bets and Sweeps Tax ...... 1,250,000: 
Dancer Halls lax. geese 200,000 


Earnings and Profits Tax 16,000(00G 


Entertainment Tax ......... 3,000,000 
Bistate Duty) Shccesse coe 2,500,009 
Meals and Liquors Tax ... 3,000,000 
Stamp) Dutiesitesracses er 4,000,009 
Total cape Meanie 29,950,006 
4—LICENCES, FINES & 
FORFEITURES. ............ 3,125,160. 
5.—FEES OF COURT OR 
OFFICE, PAYMENTS 
FOR SPECIFIC PUR- 
POSES AND REIM- 
BURSEMENTS IN AID _ 7,428,456 
6—WATER REVENUE 4,841,000: 
i—POST) OFFICE (iec-c.0: 3,635,000 
&--KOWLOON - CANTON 
PUATISWAY) Geteiee osteoma ce 5,355,300 
9—REVENUE FROM 
LAND RENTS'- PRO- 
PERTIES AND IN- 
VESTMENTES.oriceretcnccrs 2,280,800 
10.—MISCELLANEOUS 
RECEIPTS Hi, -ncueeaeeaer 3,184,100 
104,209,750 
11.—LAND SALES (PRE® 
MIA ON NEW LEASES) _ 5,630,000 
TOtal —csncsasunnenaeaceteeen 109,839,750 
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The leading revenue producing items 
are: Duties, Interna] Revenue, Fees of 
Court of Office etc., Assessed Taxes, 
Railway, Water. Against the revenue 
to be derived from Railway and Post 
‘Office must be set expenditure for the 
same departments (see below); actual- 
ly profits from the operation of the 
railway and the post office will result 
in respectively $300,000 and $600,000. 


EXPENDITURE FOR 1947/48 


The largest head of expenditure is 
‘Miscellaneous Services,’ amounting to 
$30,347,828 out of a total estimated ex- 
penditure of $109.8 million. Under the 
“Miscellaneous. Services” the highest 
single item is “High Cost of Living and 
Special Allowances” which accounts 
for $24 million, followed by an “Initial 
“Grant to Municipality” of $1% million 
and “Printing & Binding’ of $1 million. 


The other leading heads of expen- 
Giture for the current fiscal year are: 
Medical Dept., Public Works Dept. and 
Recurrent P.W.D., Public Debt, Educa- 
tion, Police Force, Railway, Pensions, 
Harbour Dept., Post Office, Prisons 
Dept. 


Following are the 30 heads of Govern- 
‘ment expenditure for the current fiscal 
year:=— 


$ 

H.E. the Governor ............ 185,498 
Colonial Secretariat and 

Legislature a2. csiccew sce ce 535,000 
Audit Department ............. 147,434 
Charitable Services ........... 193,860 
Development Secretariat 

A—Directorate ...........0.. 63,57. 

B—Agriculture ............... 341,705 

C—Fisheries Department 91,798 

D—Fisheries Research 

Station, Beet socrs. a eens 37,930 

E—Forestry Department 198,285 

F—Gardens Department 172,312 
Directorate of Air Services 164,574 
District Office, North ........ 122,668 
District Office, South ........ 90,467 
Education Department . 7,378,025 
Fire Brigade ............. 630,436 
Harbour Department ......... 3,539,033 
Hong Kong Naval Volun- 

COGEPOLCE es. eeeicto ness 4,978 
Hong Kong Volunteer De- 

FENICERCOLD: Jrarettne races 74,611 
Imports and Exports De- 

PartMente vsiacmowteedele 612,957 
Judiciary 

A—Supreme Court ......... 254,083 

B—Magistracy, Hong 

RON Gar eeeecac ncaa 80,475 

C—Magistracy, Kowloon 63,164 
Kowloon-Canton Railway 5,021,762 
LapoursOftices.. assassin 156,777 
Legal Departments ............ 340,473 
Medical Department 

A—Medical Department 11,053,986 

B—Relief Section ........... 1,469,660 
Miscellaneous Services ...... 30,347,828 
PPONSIONS i: 7: aes ea denccan tee 4,463,000 
POCERD OLCE Cs 5. cs cchircn sani 5,966,943 
Post Office, Telecommuni- 

cations and Broadcasting 

A—Post Office ............... 2,316,202 

“B—Telecommunications 670,762 

C—Broadcasting ............ 158,631 
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Public Relations Office ...... 53,720 
Prisons Department ..... 2,201,618 
Public: Debt: K.2ks. See. 7,838,148 
Public Works Department 2,798,202 


Public Works Recurrent .... 7,923,000 


Public Works Extraordinary ,000 
Royal Observatory ............ 203,822 
Sanitary Department ........ 1,953,631 
Secretariat for Chinese Af- 

fairs and District Watch 

Force 

A—Secretariat for Chi- 

NeS@ ALfAairs | siscncacsspasowess 168,583 

B—-District Watch Force 90,193 
Stores Department ............ 7,908,241 
TYEASUIY Us issvocsnessssemeans weeveste 613,528 
Supplies Trade and Indus- 

try Department” .c..-.... 643,754 
Custodian of Property ...... 92,998 
Inland Revenue Depart 

MONG “Cicer clotec mena enomenes 341,008 
Quartering Commandants’ 

Office. yentheweeestader eee —— 
Reparations Claims Office — 

Total: <p hvcsaaacteecatewsnceee 109,824,355 


1 Interest on 4¢¢ Conversion Loan 
($4,838,000) 


Sinking Fund on above 


seer ner eene ee tee 


2 Interest on 33% Dollar Loan. 1934 
Redemption of Bonds (1/25th of 
$14,000,000) 


Dollar Loan, 1940 
(1/25 of 


3 Interest on 35, 
Redemption of Bonds 
$11,790,000) 


4 Interest and Redemption on Pro- 
posed New Loan 


Total Public Debt 


June 11 


PUBLIC DEBT OF HONGKONG 


. We have previously published figures 

relating to the public debt of Hongkong 
in our issues of April 30 (p. 204) and 
Jan. 15 (p. 29). The servicing of the 
outstanding 3 Govt loans will consume 
for the current fiscal year the amount 
of $1,838,148 against $5,982,600 in the 
previous (1946/47) fiscal year, the large 
difference in current and previous 
amounts was caused by the fact that 
the service of Govt bonds was sus- 
pended during the war years and has 
been resumed only recently. 


The estimates for the current year 
provide an additional amount of $6 
million for interest and redemption on 
a proposed new loan. The date of issue 
has not yet been decided upon by the 
Financial Secretary; the amount is ex- 
pected to be $100 million at 3 to 34% 
D.a. 


Following are the estimates for the 
previous and the current fiscal year as 
regards Hongkong’s public debt: 


Esti- 1946- Esti- 1947- 
mate, 14947. mate, 1948 
193,520 193,520 
166,911 166,911 

360,431 360,431 
303,800 294,000 
2,800,000 560,600 
3,103,800 854,900 
160,369 152,117 
2,358,000 471,600 
2,518,369 623,717 
— 6,000,000 
5,982,600 7,838,148 


EXTRAORDINARY EXPENDITURE 


The new loan of $100 million will 
have to cover the extraordinary ex- 
penditure for the 1946/47 fiscal year, 
amounting to an estimated $39,384,800, 
and the extraordinary expenditure for 
the current year, amount to an esti- 
mated $60,399,400. The total amount of 
non-recurrent expenditures, as_ esti- 
mated by the Financial Secretary of 
Hongkong Government, for the periods 
1946/47 and 1947/48 is $99,784,200. 


Originally total non-recurrent expen- 
ditures for the two fiscal years were 
estimated at $206,487,000. Upon re- 
bese tap a reduction of $106 million was 
made. 


The following 11 departments or 
services of Govt have benefitted or are 
going to benefit from non-recurrent ex- 
penditures: 
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EXCHANGE & FINANCIAL MARKETS 


The Gold Markets 


All over China gold prices improved 
last week (June 2-7) and transactions 
were lively. The secret police in 
Shanghai is now preoccupied with the 
arrests of students, and new concen- 
tration camps had to be opened 
which absorbed much of the time 
and energy of these police agents. 
Consequently, financial markets were 
left, for a time, unmolested. The 
country-wide insecurity and the dis- 
trust of the public in the Chinese 
currency has caused a wave of gold 
buying. The steady increase in gold 
and exchange prices in China encour- 
ages this trend. 


The local market ruled firm with 
prices moving between $2793 (high- 
est) and $270 (lowest). Since the 
T.T. New York rate is showing weak- 
ness, the local gold price in terms of 
US$ has more improved than is ap- 
parently only from comparing HK$ 
rates. The current gold cross rate 
here is US$45/46 per troy ounce while 
in Shanghai about US$47/48 per oz 
are paid. 


Last week’s market in Canton, 
again very active and less secretive, 
quoted at the beginning HK$279 
and later up to HK$285 _ per 
tael. It has become a frequent prac- 
tice in Canton to deal in gold on the 
basis of HK$ prices. 


The prohibition of Hongkong Govt 
regarding the export of gold remains 
on paper only. There is no luggage 
control at the local airport for travel- 
lers leaving the Colony. It is, of 
course, almost impossible to investi- 
gate all departing travellers. Only in 
case of confidential informations 
given by outsiders can the local au- 
thorities ever hope to succeed. 


Gold exports are carried out with 
regularity. It happened recently 
that several passengers who left from 
Hongkong with considerable quan- 
tities of gold in their suitcases have 
been apprehended by foreign customs 
authorities upon entry as gold im- 
ports in every ccuntry requires a 
permit. .Customs organs in Bangkok 
have made a few lucky confiscations 
ot gold smuggled out of Hongkong 
and into Siam by Chinese merchants. 
One air-travelling merchant took 
from Hongkong about 19 kilogrammes 
ot gold which he carried both on his 
person and in his luggage; the Bang- 
kok customs organs wondered how it 
was possible that the search, if any 
at Kaitak did not produce in this 
“19 kgs case” some results. 


CN$ Vagaries 


While at the beginning of the 
week CN$ rates were unusually, and 
undeservedly strong, the end of the 
week witnessed the usual selling 
pressure which suppressed the rate. 
The flood of new CN$ coming unto 
Hongkong continues; but the rush of 
Shanghai flight capital appears to 
have come to a half. 


Speculation in Chinese money has 
caused last week very large 
turnovers; CN$ is ceaselessly 
shoved around, remitted, re-remitted 
and never comes to a rest. The game 
of making a profit from temporary 
discounts prevailing in various Chi- 
nese cities occupies many thousands 
of first-rate and second-class 
“tigers”; they with their numerous 
apprentices and hangers-on are 
furiously transferring CN$, claiming 
inside knowledge of things going to 
happen and otherwise being adept at 
rigging the Chinese money market 
supporting it with the most incredible 
rumours. 


Schedule of Rehabilitation Expenditure to be met from Proposed New Loan 


. Harbour Facilities 
. Medical Services ... 
. Miscellaneous 


OQIAN PP Whe 


10. Motor Transport 


11. Office Equipment and Furniture 


12. Railway, Rehabilitation of 
13. Telecommunications 
14. Waterworks 


. Agriculture, Forestry and Gardens 
Air and Meteorological Services ... 


seeeerresecesoe 


. Miscellaneous Public Works 
(Drainage, Port Works, Roads) . 


Pee eee eee oo 


. Buildings, Construction and Re- 
PSITSMOls . Sew seesees cede ves soos lemme de 
. Claims, Pre-occupation and Occu- 
IV CLOL ares cree cee te tiestinc sy ntsemecor ees 
PL ICLILE AEION PEE, crite. 8 Se att liseeeneseitlcas nse 


Estimated 
Original expenditure Proposed 
estimate of up to 3ist expenditure 
total re eed in nee 
1,500,000 540.000 905,400 
1,000,000 5,000 301,700 
.. 51,808,000 5,185,000 12,488,000 
= 50,000,000 22,063,000 9,000,000 
.. 4,000,000 1,840,000 1,629,500 
.- 12,000,000 1,000,000 3,500,600 
- 4,000,000 217,500 1.722,900 
2,000,000 17,000 1,787,100 
.. 39,179,000 3,139,000 10,809,000 
3,000,000 660,000 1,792,200 
1,000,000 25,000 305,700 
.. 30,000,000 3,350,000 11,389,800 
2,000,000 165,000 1,502,500 
5,000,000 878,300 3,265,000 
Se SRO RRR Ca aa alee ey Si os Oe ae OS Se 
206,487,000 39,384,800 60,399,400 


Sennen enter ese eeeenreseeerseeeeree 


Nothing can stop such money 
racketeers; they even include foreign 
currencies into their webs of lies 
which they cali “inside informations. ’ 
Once they spread a rumour that the 
US$ is to be devalued, then it is the 
price of gold in the U.S. which will 
be increased, and—from time to time 
—they concoct a story regarding the 
‘new level’ of the HK$. During the 
last 3 weeks “devaluation” rumours 
of the HK$ were attempted to be 
jaunched but the people in the 
Colony are no longer so ignorant as 
to fall for such silly yarns. How- 
ever, in order to hold the price of 
CN$ for a morning session (during 
which the speculators can liquidate), 
a well-organised rumour mongering 
about the impending “devaluation” 
of HK$ can help, if only from 10 to 
11 a.m. 


The black financial markets in 
South China cities were turning over 
increasing amounts of gold and for- 
eign exchange. Next to Canton, the 
black market of Amoy is most im- 
portant. The proximity of the 
Philippines, with which country a 
large illicit trade is always carried 
on, has made Amoy the leading 
financial market after Shanghai and 
Canton for pesos and US$. Last 
week’s prices for US$ notes fluctuated 
between CN$27/28,000; for pesos 
about CN$14,000; HK$ between CN$ 
6,000/6,300; Straits dollar about CN$ 
10/11,000, while quotations for Nica 
guilder, I.C. piastres and Siamese 
ticals are usually in line with Hong- 
kong rates. The unlicensed radio 
transmitters ‘and receivers take care 
of immediate spreading of _ the 
quotations as reported in other China 
markets. Amoy is, together with 
Swatow, the leading port for Chinese 
emigration and the would-be 
emigrants are always in need of ac- 
quiring foreign exchange of those 
countries to which they intend to 
travel. Gold is the universal stand- 
ard in which most foreign currencies 
are quoted in addition to the ever 
changing CN$ prices. The current 
gold price per tael is now CN$1.7 
million in Amoy. Quotations in 
Swatow are about the same as in 
Amoy. 


US$ 


Bank notes were from on account 
of neavy buying by merchants and 
financiers. Some wealthy Chinese 
from Shanghai have been sending 
US$ notes from here to Macao in 
order to mail them to their New York 
accounts. Such remittances are not 
necessarily made for trading pur- 
poses. There are quite a few finan- 
ciers here who think that speculating 
in the New York and Chicago markets 
will bring better results than 
trading with China. Consequently, 
they take US$ off the market, mostly 
in notes as the local price is about 
4-5% cheaper than T.T. The rates 
for notes and drafts (or larger 
amounts) have now narrowed down 
so that actually no difference exists 
any longer. 


Transactions 
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T.T. rates have weakened and, 
while at the beginning of the week 
under review (June 2-7) a few trans- 
actions at $490/492 for US$100 were 
put through, the price eventually de- 
clined to $485. Sellers of T.T. obtain- 
ed only about $480 from local brokers. 


The future trend of the US$ 
market in Hongkong will be _ in- 
fuenced by developments in London 
and New York; during the last few 
weeks the £ cross rate in New York 


showed signs of improvement and 
in sympathy with the highest £ 
price on the open market in New 


York, the local black maxket in USS 
had, sooner or later, to follow suit. 


There is a feeling here, as else- 
where in financial centres of the 
world, that the new financial regime 
to start from July 15 (free conver- 
tibility of £ as earned subsequent to 
July 15) will bolster the unofficial £ 
quotations everywhére. However, no 
real improvement of £ or HK$ rates 
in terms of US$ can be expected for 
the rest of the summer although 
sterling area currencies may con- 
tinue to maintain strength. A local 
unofficial US$ rate of about 15-20’, 
above the official rate is likely to 
stay for some time to come. With 
the increase of British exports and 
a general return to normal trading 
conditions in the world, the discount 
as quoted in New York of sterling 
area currencies will eventually dis- 
appear. 


Bank Note Markets 


Pound sterling notes were neglect- 
ed; some. sales were recorded at 
$14.20 to 14.30 for £ and 10/- notes. 


The Indochina piastre showed 
weakness during the whole week: the 
tiresome peace negotiations in Indo- 
china seem to have come to a dead- 
lock. The week’s maximum price 
was $12 (for I.C. $100), the lowest 
$11.65. Transactions were lively, 
usually around $11.80. 


The Nica guilder remained at the 
previous week's low ievels, hovering 
around $22-22.30 (for 100 guilders). 
In the case of the guilder it is, like 
in Indochina, a question of peace, 
order and re-establishment of regular 
trading conditions which influences 
the rate of the currency. As long as 
reports from Batavia indicate that 
the Indonesians are not at all amen- 
able to carrying out the terms of the 
agreement with the Dutch, there 
must continue anxiety with a subse- 
quent lack of confidence in the 
currency. 


The Siamese baht is slipping: after 
having reached recently $22 it is now 
Gown to $185 (for 100 baht or ticals). 
In the case Siam where relatively 
peaceful conditions prevail and the 
economy of the country shows signs 
of improvement, the current low un- 
officiai quotations is not justified. 
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Silver Market 


In our May 28 issue, p. 38, mention 
was made of new interest in silver 
coming from Bombay bullion broxers. 
Meanwhile a number of serious en- 
quiries here has led to the conclusion 
of large contracts at unusually high 
prices. The local silver brokers are 
all excited about the insistent de- 
mand and the high prices accepted by 
silver exporters acting on behalf of 
their Indian customers. The total 
amount of silver, in any form, re- 
portedly ordered in Hongkong during 
the past week aggregated between 
500 to 600,000 troy ozs. About 200,090 
ozs were actually sold by various 
dealers and_ silversmiths. Prices 
which about a month ago were 
around $3.50 60 per tael, and improv- 
ed towards the end of May, under 
buying pressure from Bombay, to 3.75, 
have now come up to $3.80 to 3.95 
per tael. Silver export orders in 
hand are believed in mafket circles 
to total over $1 million. 


The news about the high prices in 
Hongkong must have been  trans- 
pired, with illegal radio transmission 
velocity, to our friendly neignbour. 
The effect was instantaneous: parti- 
cularly uniformed sellers thronged 
tne exchange and goid shops in Kow- 
loon and Hongkong throwing on the 
market a large variety of picturesque 
Chinese dollar coins, Mexican dollar 
coins, and plenty of subsidiary coins. 
Silver shoes and other assorted heir- 
looms, collected with or without ex- 
press permission of the owners by 
the uniformed sellers, were conspicu- 
cus on last week’s hectic market. 


The New York silver price remain- 
ed unchanged at 703 cents per fine 
oz (quoted by Messrs Handy & Har- 
mon), and London quoted, also un- 
changed, 44 pence for spot, and 4332 
forward. The Bombay price was 
stronger. closing on June 6, Rupees 
168 for 100 tolas, 


Chinese Idle Capital 


The amount of idle capital espe- 
cially in Shanghai has been estimated 
by many financial investigators but 
all figures rely on more guesswork 
than facts. Considerable portions of 
this idle capital have removed them- 
selves since before Chinese New Year 
(end of Jan. .1947) when temporary 
residence in less troubled areas was 
taken up. At the beginning of 1947 
some reliable guesstimators spoke of 
a total idle capital of CN$1,000 billion 
in China, of which about 2/3 were 
idling in Shanghai or, in Shanghai 
Municipal jargon, causing unrest and 
undermining the stability of the CN$. 


At that time the equivalent (at the 
official rate of CN$3,350) of all 
China’s- idle funds was around 
US$300 million. In the course of the 
violent inflation during the first 5 
months of 1947 the total amount of 
idle capital in China may have in- 
creased by 200, 300 or even 500%, 
according to the more or less elabor- 
ate operations of the “idle capitalists” 
(who in fact are extremely active 
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with their idle funds); but the 
equivalent is probably the same as it 
was at the beginning of this year, 
i.e. around US$300 million minus 
flight capital during the period Feb./ 
May which has been guesstimated at 
around US$25 million. 


Chinese Official and Unofficial Rates 


The official rates of Central Bank 
of China, still in force since last Feb. 
17, are as follow: Buying rates for 
gold per troy ounce: CN$480,000; buy- 
ing rates for bank notes: US$: CN$ 
11,640; HK$2,450; Rupee 2,940. 


Buying and selling rates for T.T. on 


New York, spot CN$11,900 12,000 
1 M/S 12,260 12,360 
2M/:S 12.620 12,720 
3 M/S 12,980 13,080 
London, spot 40,000 48,000 
Hongkong, ,, 2,500 3,000 
Bombay, ,, 3,000 3,600 
Zuerich, ,, 3.250 3,350 


Another official gold price has 
been declared for the purpose of at- 
tracting subscribers to the ° US$400 
million internal loan viz CN$600,000. 
The Central Bank has further an- 
nounced the following official rates 
of exchange in terms of US$ for the 
special occasion of the US$400 million 
bonds and so-called treasury notes 
of China, on sale since April 1: 


US$1 equals HK$4.80, and US$3.33 
equal £1. 


Thus the Central Bank discounts 
officially the values of £ and HK$ in 
terms of US$, in a quite arbitrary 
though original manner. Why HK$ 
4.80 were decreed to equal US$1 and 
not 4, the official price, is the secret 
of the Central Bank. 


Since the officials of the Bank 
seem, however, to have taken their 
clues ‘from the black markets of 
Shanghai, where actually such prices 
are currently quoted, one should go 
one step further and proclaim: US$1 
equals CN$32,000. Accordingly the 
unofficial rates of exchange in 
Shanghai are for £: CN$106,500, and 
for HK$: CN$6.700 


Quotations in Bangkok 


Beginning of this month the fol- 
lowing average quotations in baht 
were recorded in Bangkok: SUT 
US$24 /25. Straits $94 /95; HK$5/5.10: 
Rupee 5:60/5.70; Indochina Piastre 
a iS Netherlands Indies Guilder 


Gold sold at higher prices, in tune 
with improved prices in Hongkong 
and China. The lowest price in May 
was about 585 baht, while at the be- 
ginning of June the price came up to 
610 baht per 15 grammes (called one 
baht weight). Ornamental gold sold 
at 591/595 baht plus a _ jeweller’s 
charge of 120 baht per 15 ers. 


Import gold smuggling has recently 
depressed the Bangkok price. The 
market there is small and sales of 
over 100 taels (i.e. 205 baht weights) 
cause already a big flurry. 
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COMMERCIAL MARKETS 


Tung Oil 


In the past week a certain amount 
of consumer interest has developed in 
America, and small lots of spot Wood 
Oil have keen taken off importers’ 
hands from 24 U.S. cts. to 22 cts., 
which in turn has brought a certain 
amount of interest for the purpose of 
replacing these sales, and importers 
have been bidding at 20 cts. 


A fair amount of business has been 
transacted here with Scandinavian and 
Australian markets at prices ranging 
in equivalent of 25 to 23 US. cts., but 
there are no longer buyers at these 
prices from these two markets. 


Enquiries from the United Kingdom 
have not resulted in business, and there 
is apparently no demand from the 
French and Italian markets, which may 
be attributed to a lack of hard 
currency. ¥ 


The local market has ranged from a 
low point of HK$113 per picul to a high 
point of $129, but has now receded 
once again to $119. 


Daily arrivals have been in the 
neighbourhood of from 3 to 500 drums. 


Estimated sales for the period under 
review (June 2-7) to America are in 
the neighbourhood of 600 tons. 


Quotations 


Closing quotations on June 9 for 
produce on local markets: 


Tung oil, full strength, $ 118: Cassla 
oil § 800; Cassia lignea $ 17; Aniseed 
oil $ 280; Star seeds $ 40: Teaseed oil 
$ 177; Cocoanut oil from Siam $ 117; 
Sesamumseed oil $ 270. All prices per 
picul of 133.33 lbs. 


China produce prices in New York, 
as on June 9, closed as follows: 


(All prices in US$, per pound, F.O.B. 
New York) Cassia oil 3.25/3.85; 
Aniseed oil 0.80/1.00; Bristles, Hankow 
3.60; Chungking 2.40; Shanghai 1.85, 
Tientsin shorts 5.00; regular 8.00; 
Sandalwood oil, in drums. 16.00; Tung 
oil, in tank cars, 0.25, nominal. 


Metal quotations in New York 
during last week: (In US$ cents, per 
pound) :— 
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HONG KONG STOCK & SHARE MARKET 


Last week’s market was more active 
than during previous trading periods 
with a fair turnover recorded parti- 
eularly in utility shares. Rates were 
firm and well supported. There were 
some conspicuous improvements which 
were stimulated by the announcement 
of the payment of an interim dividend 
by the Electric Co. 


Advances during the week were: 
Wharves from $230 to 250; Trams from 
24 to 25%, China Lights from 15 to 
18.20, Electrics from 55 to 621, Dairy 
Farms from 68 to 711%, Watsons from 
40 to 42, Hotels from 23% to 24, Docks 
from 30 to 32. Humphreys were steady 
at quoted rates, and so were Providents 
which were much in demand. Lands 
suffered a slight drop from 79 to, 75, 


and rights sold at only $23. Bank 
shares found a_ steady market at 
$1910/20. 


There was some talk of the early 
floating of the new Govt loan of re- 
portedly $100 million. The rate of in- 
terest was believed to be only 3 per- 


Antimony 99%% 33 cents; Copper 
21148; Zine 10%; Lead 15; Tin 80; 
Aluminium 15; Silver 75-%; Cadmium 
1.75; Platinum $ 63 to 66. 


Miscellaneous quotations in New 
York last week: rubber, spot 25 cents 
per lb; hides 25% cents; linseed oil 
39% to 40 cents; turpentine § 1.10. 


Wolfram Ore 


The loca] wolfram ore market is in 
an anarchic state; little supply has 
come here during recent weeks and no 
proper prices are available. Ore 
smugglers are asking any price between 
$ 360 to 420 per picul but no trans- 
actions were reported. In order to sell, 
smugglers would have to be satisfied 
with $ 320 per picul but they state 
that heavy bribes and charges  in- 
cidental to the transportation are 
making it almost impossible to offer 
wolframite at competitive prices. 


Exporters should take good care that 
inferior grade ore ismot “inadvertently” 
sold to them by the dealers; cases of 
fraud are reported in the market and 
even forged or otherwise incorrectly 
made out certificates “guaranteeing” 
the high tungsten content have oc- 
curred. 


HONGKONG UNOFFICIAL EXCHANGE RATES 


(IN HK$) 
CHINESE $ (per one Million) US$ (per 100) 
Gold per tael Spot Forward S’hai Canton 
June High Low High Low ish Low er D0 Notes Draft) T.0. 
2 276% 274% 175 169 117% 111% 145 150. 466 467 492 
3 279% 277% 170% 169 122% 117% 153 155 466 468 492 
4 277% 273% 16932 162% 115 107% 147 156 466 480 494 
5 279% 270 16144 157% 113% 107% 142 145 467% 470% 490 
6 278 274% 161 159 117% 112% 143 148 468 470 486 
7 275% 273% 168 167 121 118% 145 155 468 470 486 


cent which is not regarded as attractive 
by the market. The loan should have 
been floated much earlier when the 
public was in a better mood for invest- 
ing. With the Moratorium still on 
there may not be much interest among 
the common investors if the new loan 
comes out; however, banks and insur- 
ance companies will probably take up 
most of the issue. The 4 and 3% per- 
cent loans changed hands in small 
parcels at the quoted rates. 

The most stimulating factor, as point- 
ed out above, was injected into the 
market by the dividend announcement 
of the Electric Co. The interim divi- 
dend of $1.75 corresponds to a return 
of over 5 percent, and a final dividend 
of the same amount can be confidently 
expected. The shares of this company 
are. one of the best buys in the local 
market. Several thousand Electrics 
changed hands last week at steadily. 
rising prices. The last balance sheet 
of the Company was generally regard- 
ed as excellent and shareholders are 
very much satisfied with the manage- 
ment of the Electric Co., which is in 
the efficient hands of Gibb, Livingston 
& Co. The interest of the shareholders 
has been always protected by the Com. 
pany. 

Tram shares were also much in de- 
mand and recorded, next to Electrics, 
the largest turnover during the week 
under review. 


As regards the Hotel Co. the share- 
holders show much impatience about 
the unexplained delay in the announce- 
ment of the Annual Meeting. It is 
abount time that the Accounts are be- 
ing published. 

The dividend of $8 announced by the 
Wharf Co. was not very favourably re- 
ceived, and shareholders were mostly 
disappointed. Nevertheless, on account 
of the very satisfactory balance sheet 
the rates were firm. 

The Cement Co. has resumed opera- 
tions since about three weeks and is 
currently working at full capacity, The 
Company employs now _ about 400 
people in three shifts. The demand 
for locally manufactured cement is 
strong and the prosperous. building 
trade in the Colony should give the 
Cement Co. continued full capacity 
work. It is yet too early to forecast 
working results of the Company but 
prospects are very encouraging. One of 
the major local industries is back in 
full blast operation which is another 
proof for the progress achieved in the 
rehabilitation of the Colony. 


Hongkong Electric Co, Ltd. 


An interim dividend in respect of 
the year 1947 has been declared 
amounting to $1.70 per share (subject 
to deduction of 10 per cent Corpora- 
tion Profits Tax), payable on and after 
July 8. The net profit for the last 
business period (Sept. 1, 1945 to Dec. 
31, 1946) amounted to almost $3 mil- 
lion on a share capital of $14,931,910 
(1,493,191 shares of $10 each fully paid 
up). 
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DOCKS, WHARVES, GODOWNS, ETC. 


Pte eovian” WiRAr Ves, see's set ca eiecy on wears ses oO 
REE STOCKS! Wate ats eee cos tis oe tee oe ene Semae 
China Providents* ie arses cee cele ean 23% 
Digan Dockyands'= “ie sass ecas wes s BI OOOOLIC 18 
MIMING 

Raub Mines ....... se eiaisistersihe 2 Shacnalaie Sie ae a eT 
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LANDS, HOTELS & BLDGS. 

ERM OMeLLOLCIS «proses antes. Now isle se cecanimes 
H.K. Lands 
Sthai” Lands. jens. OBE OCC aenS END occ ete 
‘Humphreys Estates 
EEK srealtiessen straits: hens t 
Chinese’ Estates 0s ee. 


PUBLIC UTILITIES 

Ee Prarnwaysen ies cals pera 5 
Peakmiramsi (Oldies. cn nidis.. oso nen ae oh 
Peak Trams (New) 
Stat Herries. 5.0.23. 
Yaumati Ferries 
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Macao Electrics 
Sandakan Lights 
“ Telephones (Old) 
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INDUSTRIALS 
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H.K. & Kowloon Wharf & Godown 

Co. Ltd. 

The balance of Profit and Loss Ac- 
count for the year 1946 is $2,177,520, 
the amount brought forward from. 1945 
being $436,780, and the total available 
for distribution is $2,614,300. . 

At the forthcoming annual meeting 
of shareholders the following appro- 
priations will be recommended: — 

Dividend for the year 1946 of $8, 
$720,000; transfer to General Reserve 
$1,200,000; transfer to General Con- 
tingencies Account $288,070; carry for- 
ward $406,230. 

Lane, Crawford Ltd. 

The following recommendations of 
the Directors will be submitted to the 
shareholders:—payment of a final divi- 
dend of $1 and Bonus of $2 per share, 
making a total distribution in respect 
of the trading period ended February 
26, 1947, including the interim dividend 
and bonus paid in December last, of $5 
per share, 

Forthcoming Annual Meetings 
Hongkong Engineering & Construc- 

tion Co. Ltd.: on June 17. 

The net profit for the year ended 
Dec. 31, 1946 amounted to $81,004 which 
sum together with the 1945 balance of 
$177,530 has been carried forward to 
1947 Accounts.. 

Hongkong & Whampoa Dock Co. 

Ltd.: on June 16. 

The net profit for the period April 1 
to Dec. 31, 1946 amounted to $972,877. 
This amount together with the balance 
as on April 1, 1946 of $290,603, making 
a total of $1,263,480 has been appro- 
priated as follows $325,000 to provision 


for contingencies, and $938,480 to be 
carried forward. 


A. S. WATSON & CO. LTD. 


The 58th ordinary annual meeting 
of shareholders was held on June 6, 
when the following report regarding 
the distribution of profits for the 14 
months period was adopted. 


The Net Profit for the 

period 1st September, 

1945, to 31st October, 

1946, after providing for 

all Bad and Doubtful 

Debts and allowing for 
Depreciation, amount to $1,334,239 
Added the Balance brought 

forward fromlast account 317,208 


Making available for allo- 
CAULOM ge ioecas ciarsecaccstn eee $1,651,447 


This amount was appropriated as 
follows:— 
Provision for War Losses ... $ 850,000 
Provision for’ Taxation and 


Contingencies ................ 250,000 

Chinese Staff Superannua- 
tion” Account, ..,ee wee 75,000 
Dividend of $1.50 per share 225,000 
Bonus of $1.00 per share ... 150,000 

Carry Forward to next 
ACCOUNG HEY. ecm y nae 101,447 
$1,651,447 
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THE RICE POSITION IN 
SOUTH EAST ASIA 


The Position For The First Half 
Year of 1947, 


Rice deliveries in South East Asian 
countries have been less than esti- 
mated earlier in this year. Actual 
shortages have occurred in several 
Far Eastern countries. The original 
rice allocation for the first six 
months of 1947, made by the Inter- 
national Emergency Food Committee 
(IEFC), provided for 1.3 million tons 
but_now it appears that it was only 
possible to work out, up to June 30, 
1947, entitlements of about 62% of 
each country’s allocation. These 
amount to 808,000 tons. 


The total planned 
rice fcr Jan./June 1947 stand at 
about 540,000 metric tons from 
Burma (against an estimate of 800,- 
000 tons adopted by the IEFC), 240,- 
000 tons from Siam (against 375,000) 


shipments of 


ee 


The profit from Working Account 
for the 14 months amounted to 
$1,356,824, generally considered as 
very satisfactory. The Company’s 
authorised and paid up capital 
amounts to $1 million (150,000 
shares of $10 each). The current 
share price is about $42: the return 
ah Raeat corresponds to about 6 per- 
ent. 


Current Assets, as at Oct. 31, 1946 
amounted to $2,373,155, and Current 
Liabilities & Provisions to $2,195,665. 
The Fixed Assets of the Watson Co. 
are considerably undervalued in the 
1946 Balance Sheet, the total 
amagunting to $1,078,716; land & 
building account for $840,399, the 
Aerated Water factory and other 
machinery are valued only at $176,- 
7718, while Furniture and Fittings 
here and in Canton amount as per 
Balance Sheet to $61,538 only. 


The total war losses of the Com- 
pany were computed at almost $2 
million. By transferring $800,000 
from General Reserve and $850,000 
from the 1945/46 profits, as above, 
the outstanding amount under 
War Losses Account has been reduced 
to $345,240. Shareholders are con- 
fident that some compensation pay- 
ment will be received at a later date 
when General Reserve coujd be re- 
established. 


The Company enjoys steadily im- 
proving business whieh particularly 
applies to the aerated water depart- 
ment. The name “Watson” on bot- 
tles of all kind of soft drinks has 
become a hallmark of high quality. 
Business in Canton has not yet been 
resumed; the chaotic conditions in 
China, as in most other cases of for- 
eign companies in China precludes 
the Company from venturing into 
Canton. 

Directors: Dr D. E.’Clark (Chair- 
man), Sir Shouson Chow, Messrs 8. 
T. Williamson, M. H. Turner and W. 
Paterson. 


and only 28,000 tons from French 
Indochina (against an estimate of 
725,000 tons). 


Following is a survey by countries. 


Burma: There appears to _ be 
plently of rice on offer now and pro- 
curement is going ahead steadily. 
Looting may now be said to have 
ceased. Rangoon is holding heavy 
rice stocks. The speed with which 
rice could be handled under monsoon 
conditions would be an important 
factor in the coming months. 


F.L.C.: The general situation has 
improved. Cambodia is_ self-suffi- 
cient but recent events in Tongking 
and Annam have caused the loss of 
much of the crop. Rice is actually 
being sent to Tongking. It is impro- 
bable that more than 60,000 tons can 
be made available for the second half 
year. No rice exports can be expect- 
ed from FIC in June. Exports in 
April, amounting to 13,500 tons, were 
devoted to territories of the French 
Union. 


N.EI: Hopes that an improve- 
ment in the rice position would set 
in April have been frustrated. The 
position of the Dutch-controlled 
towns is precarious, as stocks there 
will be exhausted by ‘the end of June. 
Sufficient and timely supplies from 
Republican territory cannot be ex- 
pected. 


Indonesian Republic: Level of 
production in Java was confirmed as 
still 8,500,000 tons to 5,300,000 tons. 
The estimate for 1947 was 6,600,000 
tons. Maize production has also de- 
clined from 2,100,000 tons in 1941 
to 700,000 tons in 1946. The estimate 
for 1947 is about 1,300,000 tons. 
The Republic intends to carry out its 
contract with India, though with 
smaller quantities of rice. 


Malaya and Singapore: Purchases 
of locally-grown rice are already more 
than twice the figure of last year. It 
is likely that there: will be further 
increase in the acreage under padi 
cultivation. Everything possible is 
being done to increase production of 
other foodstuffs and to popularize 
the use of flour as a substitute to 
rice. 


Sarawak: There have heen delays 
in shipments but the Govt. can 
manage from stocks till the April 
rice arrives in May. Padi harvest 
has suffered due to heavy rains and 
pests. 


Hongkong: Rice shipments have 
been satisfactory and stocks are in- 
creasing. 


Philippines: The danger _ period 
will be between August and Decem- 
ber. 

Ceylon: 
be critical. 


The situation continues to 


RICE POSITION IN SIAM 


Rice is controlled by the Combined 
Siam Rice Commission which is ad- 


vised by the British member, Mr 
Somerset Butler. Mr Butler often 
expresses at IKEFC conferences the 


views of the Siamese Govt. Rice de- 
liveries from Siam to Britain have 
been unsatisfactory; during Feb./ 
April 1947 a total of 97,000 tons were 
shipped to U.K., the price paid by 
Britain amounted to £26 per ton, 
f.o.b. Bangkok. 


The total amount paid by Britain 
to Siam for rice deliveries since the 
March 1946 to end of April 1947 was. 
£7 million, which amount represents: 
86% of the payments for rice de- 
livered so far. Siam has received for 
her rice deliveries the following ad- 
ditional amounts: £573,313 from 
China for 23,000 tons, US$44 million 
from America for rice shipped to the 
Philippines. 


The Siamese Govt has announced 
that rice trade will be controlled at 


least until the end of 1947. 
Rice prices will be on the 
current level. The Tripartite Agree- 
ment expires on Aug. 81, 1947: 


it was under this Agreement that 
Siam was obliged to ship rice to the 
Allied countries against a fixed price 
which is lower than the open market 
price. So far Siam hasnotbeen able 
to fulfill its obligation and there is 
a considerable backlog. 


Shipments from Siamin April were 
80,000 tons. However, against the 
57,000 tons against a target figure of 
January-April backlog carried for- 
ward into May there is 50,000 tons in 
hand. April is only 3,000 tons be- 
hindhand. For May a figure of, 
34,000 tons, in addition to the April 
deficiency of 3,000 tons, can be taken 
as a basis of planning, and for June, 
a figure of 35,000 tons. 


Total pe Allocations For The Year 
1947. 


The International Emergency Food 
Council has xecently announced alloca- 
tions of 2,158,700 metric tons of rice for 
1947, for the whole world. These al- 
locations are for the whole of 1947, and 
replace and include the ones previous- 
ly announced for the whole of 1947, 
and replace and include the ones. pre- 
viously announced for the first six 
months of 1947, which amounted to. 
1,682,600 tons. 


The IEFC announcement stresses the 
small world supply available for export 
and points out that allocation are made 
in the face of requests for over 6,600,- 
000 tons for the same period. No Euro- 
pean nations are assigned imports in 
view of the policy of reserving all ex- 
portable supplies for areas where rice 
is the basic food. Most of such areas 
will be restricted to less than 50% of 
their prewar consumption during 1947. 
The Committee will review its recom- 
mendations in September, and will 
make such adjustments as necessary. 
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The allocations include not only the 
callocations of rice which may be ex- 
pected to be available for export from 
Burma, FIC, and Siam (which form 
‘the SEA Pool) but also allocations from 
sources outside this pool:—US, Brazil, 
‘Ecuador. Australia, Dominica, and 
Egypt. These quantities allocated from 
outside the Pool are greater than those 
for the first half year. 


The allocations from the SEA Pool 
total 1,351,700 tons for the whole of 
rice actually made or to be made avail- 
able during the period January to 
June is far less. About 794,000 tons 
is the estimate accepted by the IEFC 
Sub-Committee in Singapore. On the 
basis of rice available in January/June 
(794,000 tons) from SEA sources it is 
calculated that recipients, by the end 
of June, will have received 58.74% of 
their allocation from the SEA Pool for 
the whole year. 


The effects of the new allocations on 
various SEA territories are as follows: — 


CHINA: Allocgtions increased by 
42,900 tons, making the total for the 
year 287,900 tons. The first half year’s 
allocation was all from SEA sources, 
against which China is programmed to 
receive 145,000 tons by the end of June. 
Total balance for July/December is 
therefore 142,900 tons of which 77,800 
tons are from SEA, 55,100 tons from 
US, and 10,000 tons from Ecuador. 

FRENCH TERRITORIES: Alloca- 
tion increased by 25,700 tons, making 
the total for the year 71,500 tons. The 
first half year’s allocation was 34,900 
tons from SEA, against which about 
10,200 tons will have been shipped by 
the end of June; and 10,000 tons from 
Brazil. Total balance for July/Decem- 
ber is 51,300 tons, of which 39,500 tons 
are from FIC, 10,000 tons from Do- 
minica and 1,800 tons from Australia. 

INDIA: Allocation increased by 
75,000 tons making 485,000 tons for the 
year. All but 8,300 tons (from Brazil) 
of the first half year’s allocation was. 
from SEA. Against this India should 
have received 258,300 tons by the end 
of June. Total balance for July/Decem- 
ber is therefore 226,700 tons, of which 
158,300 tons are from SEA, 42,100 tons 
from ‘Brazil, 17,000 tons from Ecuador 
and 9,300 tons from Egypt. 

N.E.I.: Allocation is increased by 
38,000 tons, making total for the year 
138,000 tons. The whole of the first 
halt year’s allocation was from SEA, 
and NEI should have received 71,400 
tons of it by the end of June. NEI will 
owe 9,200 tons of this quantity to other 
territories. The balance for July/De- 
cember will be 66,600 tons. Of this, 
39,000 tons will be from SEA. 9,200 
tons must be deducted (see above): 
total 29,800 tons. The remainder is to 
come from Brazil (19,100 tons) and US 
(17,700 tons). 

PHILIPPINES: Her total year’s al- 
location is 100,000 tons, an increase of 
only 5,000 tons over her allocation for 
the first half year. Quantity to be ob- 
tained from SEA Pool (40,000 tons) in 
the first half year has not been in- 
creased. 24,900 tons of this quantity 
have been planned up to the end of 
June from SEA, leaviag 15100 tons to 
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be shipped from SEA during July/ 


December. The remainder of her sup- 
plies are to come from the US and 
Brazil. 


BORNEO: Allocation is increased 
by 10,000 tons making 35,000 tons for 
the year; the whole quantity is to come 
from SEA. 15,600 tons have been pro- 
grammed up to the end of June leav- 
ing a balance of 19,400 tons for July/ 
December. 

CEYLON: Allocation is increased 
by 76,000 tons making a total for th» 
year of 276,000 tons. Ceylon’s first half 
year’s allocation contained: 28,000 tons 
from Brazil, all of which have been 
shipped by the end of June; 60,000 tons 
from Egypt, of which not more than 
8,000 tons is likely to be shipped by 
end of June (in addition 7,800 tons 
have been loaned to Ceylon by other 
SEA territories). Total balance due in 
July/December therefore is 170.300 
tons: of which 52,300 tons are due from 
SEA; 98,000 tons from Egypt and 20,000 
tons from Brazil. 


HONG KONG: Allocation is in- 
creased by 20,000 tons making 100,000 
tons for the year. All the first half 
year’s allocation .was from SEA, of 
which 49,800 tons have been scheduled 
up to end of June. Total balance due 
in July/December is 50,200 tons of 
which 36,700 tons are fiom SEA end 
13,500 tons from Egypt. 


MALAYA: Allocation increased by 
101,000 tons, making total for the year 
326,000 tons. In first half year’s alloca- 
tior 216,200 tons were allocated to 
Malaya from SEA _ sources, of which 
they are scheduled to receive 134,600 
tons by the end of June; 6,000 tons 
were allocated from Brazil (this 
quantity has been shipped); and 2,800 
tons were allocated from Australia. 
Total balance due in July/December is 
185,400 tons, of which 101,600 tons are 
from SEA, 6,100 tons from Australia, 
57,700 tons from Brazil and 20,000 tons 
from Egypt. 


KOREA: Allocation increased by 
7,000 tons making 57,000 tons for the 
year. The quantity to be met from 
SEA is reduced-by 7,200 tons, leaving 
a balance of 11,000 tons to be met from 
SEA in July/December. 


S.E.A. LAND FORCES: Allocations 
remain at 8,000 tons, all from SEA of 
which 130 tons only have been de- 
livered to date. 


Quantities allocated from Burma, 
FIC, and Siam are based on conserva- 
tive estimates of what will be available. 
Last year’s entitlements from SEA 

. sources only reached about 84% of al- 
locations by the end of December. 


In addition to the quantities allocat- 
ed, China is authorized by IEFC to re. 
ceive an additional unspecified amount 


of rice as a gift from the merchants of 
Siam. 


General Outlook 


Although the outlook for the cur- 
rent crop in India is quite favourable, 
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the world shortage of exportable rice 
will continue since pre-war produc- 
tion in the major exporting countries 
has not yet been restored. For the 
present marketing year (ending June 
30, 1947) export supplies available 
for allocation amount to 2,800,000 
tons. Although this represents an 
improvement on the total allocations 
of 1,700,000 tons for 1945-46, it is still 
cnly 40 per cent. of the international 
trade in rice before the war. On the 
other hand, substantial increases in 
population have occurred in the rice- 
eating countries since the beginning 
of the war (e.g. in China 15 per cent., 
India 6 percent., Philippines 18 per 
cent., Hong Kong 76 per cent.). 


Interrupted Communications 


Transportation and _ distribution 
difficulties continue in the areas 
which were under Japanese occupa- 
tion. Thus it may take from 20 to 
30 years to replace coastwise ship- 
ping destroyed during the occupation 
in areas like the Netherlands East 
Indies and the Philippines, as is 
pointed out in a recent statement by 
the International Emergency Food 
Council. In other areas over 50 per 
cent. of the work, animals and native 
carts were destroyed. 


The actual holders of any rice sup- 
plies are often unable or unwilling to 
release stocks for commercial sale 
owing to lack of incentive goods, 
especially textiles. Instances have 
been reported of workers being un- 
able to tend their fields because of 
lack of clothing. The currency con- 
ditions in some parts of the Far East 
also impede normal trade. 


International co-operation is neces- 
sary to bring about an improvement. 
This is the more important since the 
rice shortage in turn intensifies the 
shortage of other cereals, abnormal 
supplies of which have to be shipped 
to the Far East to make up part of 
the rice deficit. Short-term action 
is being taken by the International 
Emergency Food Council. As the 
first step in marshalling inter- 
national! support for the greatest 
possible production and _ collection 
effort this year, the LE.F.C. Commit- 
tee on Rice is collecting information 
on the production and mobilisation 
of rice trops in each rice-producing 
country, especially the factors still in 
the way of maximum production, (e.g. 
inadequate supplies of seed, fertili- 
zer, implements, consumer goods etc.) 
and mobilisation (eg. inadequate 
supplies of ancillary materials, con- 
sumer goods and transport facilities, 
foreign exchange, resources etc.). 


Although the Committee realizes 
the limitations of international ac- 
tion, it thinks that the Council might 
be of assistance to national Govern- 
ment supporting their claims for 
imports of commodities essential to 
rice production (eg. gunny sacks, 
fertilizers etc.) or by indication 
where these supplies could be best 
obtained. 
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THE OUTLOOK IN BRITISH MALAYA 


PROBLEMS OF CITIZENSHIP AND 
RACIAL COOPERATION 


The British proposals for the 
establishment of a Malayan Union 
have been shelved and negotiations 
for the future re-construction of 
British Malaya and a common 
Malayan citigenship have not yet 
issued in concrete schemes. The 
racial problems arising from 
awakening Malay nationalism and 
the presence of economic supre- 
macy of Chinese and Indian aliens 
in Malaya will grow in proportion 
as time passes. 

In its issue of May 3, the “New 
Statesman and Nation,” London, 
published the following review of 
ats in British Malaya of to- 

ay. 

Inflation has been kept within 
bounds, and prices, though very high, 
are not astronomical. Rice, the 
staple food, is extremely short: the 
ration does not pretend to be suf- 
ficient. People are supposed to make 
do with substitutes; and this they 
partly do, and partly they buy in the 
extensive black market. But the 
situation is one where everybody 
complains and very few people look 
really hungry. Government-run 
Feople’s Restaurants have done much 
to help the _ feeding situation, 
especially for manual workers: the 
meal is rather light, but fairly cheap 
and of good quality. The lower 
salaried grades, minor officials and 
clerks jn the Government service, 
are suffering real hardship, but many 
manual workers are by no means 


Expanding Production 

The object of this survey is to 
explore how the I.E.F.C. can be of 
assistance in dealing with the speci- 
fic difficulties encountered by the 
Yice-producing countries in their 
efforts to expand production and to 
mobilize supplies effectively in 1947 
and 1948. The long-term problems 
of the world rice situation was dis- 
cussed in a Rice Study Group meet- 
ing, convened by the United Nations 
Food and Agriculture Organization 
and was held in India in May. 
China, France (for Indo-China). the 


Netherlands (for the Netherl- 
and East Indies), Siam, the 
Philippines, Britain (for Burma, 


Ceylon Malaya and Hongkong), and 
the United States (for Japan and 
Korea) had been invited to this 
meeting. The suggestion for this 
meeting was first made by the Pre- 
paratory Commission on World Food 
Proposals. India proposed the estab- 
lishment of a Rice Board in south- 
east Asia designed to secure closer 
co-ordination between Governments 
in connection with the production, 
distribution and price of rice. No 
definite conclusions were reached on 
this proposal. The problems raised 
by it—improvement of marketing 
methods, measures for price stabili- 
zation, establishment of famine re- 
serves, and exchange of technical in- 
formation—formed the agenda of the 
-Mheeting. 


badly off: dockers, builders, any 
skilled artisans can command very 
high wages, often more than enough 
+0 offset the increased cost of living. 
Many insist on their employers pro- 
viding rice which they, of course 
have to buy in the black market—an 
effective way of skimming off some 
surplus profits. Government service 
used to be the goal of every educated 
Asiatic, but it would pay a young Chi- 
nese much better to become a car- 
penter thar a schoolmaster at the 
moment. 
Chinese in Singapore 

Singapore is a predominantly Chi- 
nese town. A_ big social factor, 
therefore, is that Britain and China 
were allies. In spite of the disillu- 
sionments of peace wthe Englishman 
who returns from internment or from 
a Japanese prison camp is made to 
feel by the local Chinese that he and 


they were on the same side. The 
disillusionments were, nevertheless, 
considerable. British Military Ad- 


ministration, which came in with the 
liberating army, is generally said to 
have been extremely corrupt, and 
pre-war government nad never been 
that. To the ordinary man there is 
always a remarkable similarity be- 
tween being occupied and being freed: 
someone takes 411 the big houses and 
all the big cars, and it looks much 
the same whoever does it. But the 
British did not cut people’s heads off, 
and this was universally felt to be 
a strong point in their favour. The 
smuggler and the black marketeer 
who risk2d his life under the Japan- 
ese feels that he can exercise his 
profession much more comfortably 
when he is liable only to a five- 
thousand-dollar fine. 
Main Political Issue 

In Malaya, as a whole, the main 
political issue is, of course, the new 
proposal for a Federation of Malaya. 
The original Malayan Union scheme, 
rushed tnrough immediately after 
the end of the war, virtually annul- 
led the powers of the Sultans and 
greatly reduced the political import- 
ance of the Malays in relation to the 
immigrant peoples. This aroused 
widespread and spontaneous opposi- 
tion among the Malays; and the op- 
position was intensified by the 
activities of retired civil servants at 
home, whose interest was in the 
Malays to the virtual exclusion of 
other races. Most of them are still 
living rientally in the early years 
of the century. I, too, have lived in 
Arcadia; but it is no use. The real 
problem is to recognise the de facto 
position of the Chinese, many of 
whom, are recent immigrants, but 
many of whom, on the. other 
hand, uve been settled in 
the country for generations: 
tc avoid offending the _ suscep- 
tibilities of the Malays; and to res- 
pect their very proper desire not to 
be swamped by an alien culture in 
their 2wn country. Socal opinion 
is, on the whole, extremely tem- 
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perate, far more so than one would 
suppose from the English papers. 
It is pretty generally felt (though not 
always said) that the muddle was 
due to bungling and bad judgment on 
the part of the Colonial Office rather 
than to any sinister intention. So 
soon after all the fuss no suggestion 
would look wholly satisfactory; but, 
on the whole, the new scheme ap- 
pears to satisfy the important re- 
auiremen?ts. The proposaJs for ad- 
mitting mnon-Malays to citizenship 
are generally fair, and sufficient re- 
cognition is given to the separate 
entities of the Malay States and the 
position of the Sultans. 

Chinese Superiority 


But the position is genuinely com- 
plicated. The Chinese, if left to 
themselves, undoubtedly would 
swamp the Malay culture, such as it 
is. They have so much more econo- 
mie ability, so much more capacity fcr 
hard work, are so much more capa- 
ble of absorbing Western education, 
that it simply is not an equal con- 
test. British policy is therefore con- 
fronted with the alternatives of 
keeping the Malays as pets, which is 
nice for everybody but in the long 
run not at all good for the Malays, 
or of seriously attempting to put 
them in a position to stand on their 
own feet in their own country, which 
sometimes feels like trying to make 
water ilow uphill. But over the 
Union proposals the Malays have 
played their hand extremely well. 
They have been neither intransigent 
nor undignified; nor for that matter 
have the Chinese, who have up te 
now been excluded from the negotia- 
tions. In fact nobody has_ looked 
silly except the Colonial Office, and 
they have had the sense to admit it; 
and the whole schemozzle has been 
conducted with more moderation 
and good sense than one is accus- 
tomed to expect anywhere in these 
days. Of course the existence of 
eight petty and separate States, be- 
sides two British settlements, in a 
country the size of England without 
Wales is eksurd. But the flat rejec- 
tion of the earlier Union proposals 


seems to show that it is simply a 
political fact. It does not fit in with 
modern ideas of administrative 


tidiness, but, unless the Government 
are willing to trample flatly on local 
sentiment, it has to he reckoned with. 
Nor does the position of the Sultans 
fit in with democratic ideas of 
colonial development. But the vast 
majority of Malays have through 
U.M.N.O., the United Malay National 
Organisation, shown quite clearly 
how much importance they attach to 
what they call their birthright, 
meaning the traditional status of 
their rulers. Even nere, however, 
there is a complicating factor. Most 
Malays are supporters of U.M.N.O. 
and the Sultans: but there a minority 
party, the Malay Nationalist Party, 
partly under Communist infuence 
and in very close relation. with Indo- 
nesia, which, without so far commit- 
ting itself to any definite policy, is 
anti-aristocratic, against the British 
connection, and regards itself as the 
germ of a nationalist movement on 
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the Indonesian model. There is no 
evidence that they have*thought out 
their position at ll clearly, and 
Malay pwitical consciousness is so 
recent a growth that it is too early 
to say what will come of it. 

Position of Singapore 

In Singapore itself these matters 
are of rather academic interest, as at 
present it is not proposed to include 
Singapore in the Federation. No one 
knows why. The separation is artifi- 
cial, expensive and ridiculously in- 
convenient. Perhaps it is considered 
necessary to keepitasa British colony 
for strategic reasons; but this does 
‘not seem very convincing. There are 
few places less suited for defence, as 
we have the bitterest reasons to re- 
member. And who is it to be defend- 
ed against? But these are high and 
holy matters; they are among the 
numerous things about which, in the 
post-war world, neither the British 
nor the Malayan public will ever be 
informed, and the ordinary citizen 
may as well spare a slightly resentful 
curiosity for matters on which it is 
more likely to be satisfied. Perhaps 
the short answer is that the General 
Staff got its foot well in the door 
at the time of the liberation, and is 
now not likely to remove it. Its gay 
insouciance with the British tax- 
payers’ money has not provided a 
gocd example for a colony which 
should be struggling for stability after 
nearly four years of occupation. 
The M.D.U. 

The most interesting politicai de- 
velopment in Singapore itself, though 
it is at present a small one, is the 
appearance of the Malayan Democra- 
tic Union (M.D.U.). This is a body 
of English-educated men and women, 
mostly young, who are setting out 
to arouse a general social and politi- 
cal consciousness among the locally 
born population. It is not a racial 
organisation, but its members are in 
fact Chinese, Indian and Eurasian 
rather than Malay. Their purpose 
is, however, to wark together with 
the Malays to establish a genuine 
Malayan citizenship in which all 
races will stand on an equal footing. 
But they are inclined to assume that 
this is more possible at the moment 
than it actually is. Not unnaturally 
they are demanding more electoral 
representation than the new con- 
stitution provides; and in doing so 
they ignore the real difficulty, the 
presence of only partly assimilated 
Indians and Chinese who are more 
interested in their own national 
politics thar: in those of Malaya. 
British Administration 

But when all is said Malaya is still 
school-magazine insertions in the 
politically a British bureaucracy, and 
its fate for some years to come will 
depend on how well the administra- 
tors handle the situation. The re- 
putation for graft that attached to 
British Military Administration is 
being slowly washed out with the 
return of regular civil government, 
but the more sophisticated of the 
Asiatic population will never again 
feel quite the same about British ad- 
ministration. They will be ccnvinced 


only if British administration can 
deliver the goods. That being so, 
the most disturbing tendency of the 
post-war regime is the increased re- 
liance on flapdoodle: public relations 
offices with their dreary little exhibi- 
tions of silly photographs and their 
press; two Governors with a super- 
imposed Governor-General, and the 
attendant battalions of secretaries; 
the presence in Singapore of Lord 
Killearn’s lavish Foreign Office out- 
fit, whose function and achievements 


have never been clear to anyone in 
Malaya. People who have been 
through three years of Japanese 
occupation and still have not enough 
rice are not impressed. But if this 
is only post-war oedema and not the 
beginning of a fatty degeneration, 
the country stands a pretty good 
chance of orderly political develop- 
ment. it is still potentially rich; it 
has no bitter internal conflicts, and 
it has behind it a longish tradition of 
Settled contentment. 


